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CHAPTER in. 

THE SCOPE OF ECONOMICS 

§ 1 ^CONOMics IS a study of men. as they live and move 
and think in the ordinary business of life )/lt is ^he chief 
a study of real men, not of fictitious me»y- or motives of 
"economic men” But it concerns itself chiefly have a money 
At ith those motives Avhich affect, most poAverf ully ™=®s“re 
and most steadily, man’s conduct in the business part of his 
life J Everyone Avho is Avorth anything carries his highei 
nature Avith him into business , and, there as elsewhere, he is 
influenced by his personal affections, by his conceptions of 
duty and his reveience foi high ideals But, for aU that, the 
steadiest motiA^e to business Avoik is the desire for the pay 
Avhich is the material lewaid of work The pay may be on 
its way to be spent selfishly or unselfishly, for noble or base 
ends, and hem the vaiiety of human nature comes mto 
play. But the motive is supphed by a definite amount of 
£ B d and it IS this definite and exact money measuiement 
of the steadiest motives in business life, which has enabled 
economics far to outrun eveiy other branch of the study 
of man. Just as the chemist’s fine balance has made 
chemistry moie exact than most other physical sciences, so 
this economist’s balance, rough and imperfect as it is, has made 
economics more exact than any other branch of social science 
But of course economics cannot be compamd Avith the exact 
physical sciences for it deals Avuth^ the ever changmg and 
subtle forces of human nature 
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measured by the Siime sum of money A study of these 
|money values is only the startmg-point of economics but it is 
I the starting'pomt 

§ 2 Again the desire to earn a shilling is a much strongei 
motive to a poor man -with whom money is scarce than to a 
nch one. A nch man, in doubt whether to spend a shilling 
on a single cigai, is weighing against one another smaUei 
pleasures than a poor man, who is doubting whether to spend 
a shilling on a supply of tobacco that will last him foi a 
month The clerk with £100 a year will walk to busmess in 
a heavier min than the clerk with £300 a year , £oi if the 
poorer man spends the money, he ^vlll suffei more from the 
want of it afterwards than the nchei would The gratification 
that is measured m the poorer man’s mind by sixpence is 
gi eater than that measuied by it m the iicher man’s mind 

These difficulties can how'ever be avoided For if we take 
averages sufficiently broad to cause the personal Allowance for 
peculiarities of individuals to countei balance one the different 
another, the money which people of equal mcomes money to rich 
will give to obtam a benefit or avoid an injuiy is P°°'’ 
a sufficiently accurate measure of the benefit or the injury If 
there are a thousand famihes living m Sheffield and anothei 
thousand in Leeds, each with about £100 a-year, and a tax 
of £1 IS levied on all of them, we may be sure that the^ 
injury which the tax will cause in Sheffield is very nearly - 
equal to that which it will cause in Leeds and similailjf 
anythmg that mcreased all the mcomes by a £1 would give 
command over very neaily the same amount of additional 
happiness in the two towns 

Thus “ money ” or “ general purchasmg power ” or " com- 
mand over material wealth,” is the centre around which 
economic science clusters , this is so, not because 
money or material wealth is regarded as the mam monves are 
aim of human effort, nor even as affordmg the 
mam subject-matter for the study of the economist, 
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CHAPTER IV. 

KCOXOMIC LAW.S 

^ 1. ^ Tins bmgs to consider Economic Laics E%cry 
ciiTiio n tmlonoy to jnoduco some defimto 
rf'sidt if notlm^ occuis to hinder it Tlius science 

"nuitation tend to make things fall to the ore statements 
ground hut 'tlii.'i a balloon is full of gas lightci 
than mr, the premro of the air will make it rise in spite of 
the tendi'ucj of cra\ntation to nuke it full The law of 
gm\ itat ion stains low nn^ two things atti act one another, how 
they tend to wote-owards one another, and will ino%e tow aids 
one another if mning interferes to })ie%Gnt them The law 
of graMtntuni n throforo a statement of tendencies 

It IS a \ei} cviicl statement — so exact tliat mathe- 
maticinns can calcmte a N'autical Almanac that •'C'’ ' ' ^ ' ' 
will show the moronts at which each satellite laws of simple i 
of .lupiUi will ide it-self behind Jupiter ^ 

They make this oomlation for many yeais beforehand, and 
niv\ ig xtors take it t sea, and use it m finding out where they 
an' Kow there n^ no economic tendencies which act as 
steadily and can laineasurcd as exactly os gravitation can 
and omscquentl} tire are no laws of econormos which can 
be compared for prcsion with the law of giavitation 

^ 2 I^t us t>n look at a science less exact than 
astronomy The scncc of the tides explains ^he inexact 
how the tide rises td falls twuce a da}’’ undei lawsofcom- 
the action of the sii and the moon how there sciences 
are stiong tides at nv and full moon, and w'eak tides at the 
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account tho experience that has been reaped by the more 
advanced physical sciences , and for framing as best "we can well 
thought-out estimates, or provisional laws, of the tendencies of 
human action. 

'“'^§ 4- Our plan of work is then this — ^We study the 
actions of individuals, hut study them in relation to social 
life. We take as httle notice as possible of 
individual pecuhanties of temper and charactei individual 
We watch the conduct of a whole class of member of an 
people — sometimes the whole of a nation, some- 
times only those living in a ceiiain distnct, more 
often those engaged in some particular trade at some time 
and place and by the aid of statistics, or in other ways, we 
ascertain how much money on the average the membeis of 
the particular group we are watching, are just wilhng to pay 
as the price of a certain thing which they desire, or how much 
must be offered to them to induce them to undergo a certam 
effort or abstinence that they dishke The measurement of 
motive thus obtained is not mdeed perfectly accurate , for 
if it were, economics would rank with the most advanced of 
the physical sciences, and not, as it actually does, with the 
least advanced 


But yet the measurement is accurate enough to enable 
experienced persons to forecast fairly well the extent of the 
results that wiU follow from changes in which motives of this 
kind are chiefly concerned Thus, for instance, they can 
estimate very closely the payment that will be required to 
produce an adequate supply of labour of any grade, from the 
lowest to tho highest, for a new trade winch it is proposed to 
start in any place And, when they visit a factory of a kmd 
that they have never seen before, they can tell withm a 
shiUing or two a week what any particular worker is earmng, 
by merely observing how far his is a skflled occupation and 
what strain it involves on his physical, mental and moral 
faculties. 
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ceitain conditions from tlie members of an industrial group 
IS the normal action of tbe members of that Normal 
group relatively to those conditions. acuon 

^formal action is not always morally right , very often it 
IS action which wo should use our utmost efforts to stop 
For instance, the normal condition of many of the very 
poorest inhabitants of a large town is to be devoid of 
enterprise, and unwilling to avail themselves of the oppoi- 
tunities that may oflei for a healtlner and less squahd life 
elsewhere , they have not the strength, physical, mental and 
moral, lequired for woiking their way out of their misei- 
able Burioundmgs The existence of a considerable supply of 
laboui ready to make match-boxes at a very low rate is 
noimal in the same way that a contortion of the lunbs is 
a normal result of taking strychnine It is one result, a 
deploiable result, of the action of those laws which we have 
to study 

The earher English economists paid almost exclusive at- 
tention to the motives of mdividual action 
But it must not be forgotten that economists, 
like all other students of social science, are 
concerned vuth individuals chiefly as members of the social 
oiganism As a cathedral is somethmg moie than the stones 
of which it lb built, ns a person is something more than a 
senes of thoughts and feelings, so the life of society is some- 
thing more than the sum of the lives of its mdividual members 
It IS true that the action of the whole is made up of that of 
its constituent parts , and that m most economic problems the 
best startmg-point is to be found in the motives that affect the 
individual, regarded not mdeed as an isolated atom, but as a 
member of some particular trade or industnal group , but it is 
also true, as German wntere hai e well ui ged, that economics 
has a great and an mcreasing concern m motives connected 
with the collective ownership of property and the collective 
pursuit of important aims Many new kmds of voluntary 
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CHAPTER V 

SURVEY OF THE WORK TO BE DOIVE 

§ 1 The laws, oi statements of tendency, with which we 
shall be chiefly concerned in this volume, aie ^ 
those lelating to man’s Wants and then satisfac- studied in 
tion, to the Demand for wealth audits Consump- 
tion (Book III) , to its Pioduction, especially under the modern 
organization of industry (Book IV) , to some of those general 
relations between the demand foi a thmg, and the difficulty 
of pioviding a supply of it which govern Value (Book V) , and 
(Book VI) to Ei.change m relation to the Distnbution of 
the income of the nation between those who work with then 
heads or hands, those who store up capital to provide 
machinery and othei things that will make labour more 
efficient, and landowners , oi which is neaily the same thmg 
the broad featuies of the pioblem of wages, piofits and rent 

The present volume deals mainly with the Econonucs of 
Industry A later volume will deal with the Economics of 
Trade and Emance It wdl discuss systems of money, ciedit 
and banking , the organization of markets, the relation 
between wholesale and retail prices , foreign trade , taxes and 
other ways and means of collective action , and lastly public 
responsibilities and the general functions of collective action 
m economic affaii’s, whether through the Grovemment, through 
the form of opmion, or through voluntary co-operation. 

§ 2 Economics is thus taken to mean a study of the 
economic aspects and conditions of man’s pohtical, social and 
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private Me , but moi-e especially of Ins social life \ The aims 
of the study are to gam knowledge for its own 
Aims of the sake, aud to obtam guidance in the practical 
economist of life, nud especially of social life^ 

the need for such guidance uas never so urgent as now 
It would indeed he a mistake to bo always thinking 
of the practical purposes of our work, and. 
u to*dmco^ planumg it out with direct reference to them 
For by so doing we are tempted to break off 
each hue of thought as soon as it ceases to have immediate 
bearing on that particular aim winch wo have in view at 
the tune the direct pursuit of practical aims leads us to 
group together bits of all sorts of knowledge, wlncli Jiave 
no connection with one another except for the immediate 
purposes of the moment, and throw but little light on 
one another Our mental energy is spent in going from 
one to another, notlnng is thoroughly thought out, no leol 
pi ogress is made Tlie grouping, therefore, which is best for 
the purposes of science is that which collects togetlier all 
those facts and reosomugs which are similar to one another fn 
nature so that the study of each may throw light on its 
neighbour 

And yet it may be well to have before us at staiting 
some tolerably clear notion of the practical 
problems which supply the chief motive to the 
study of the modem economist. Many of them 
do not be quite withm the range of his science, 
and none of tliem can be fully answered by mere 
science . the ultimate resolve must alv ays he ivith couscience 
and common sense But the following are some of the 
chief issues which are of special urgency in England in. our 
own generation, and to which economics can contnhute some 
important material of carefully arranged facta and well con- 
sidered arguments — 

How should we act so as to increase the good and dimmish 


But the direc- 
tions of his 
search are 
indicated by 
urgent social 
problems 



SURVEY OF THE WORK TO BE DONE 31 

the catI influences of economic freedom, both in its ultimate 
results and in the course of its pi ogress'? If the first are 
good and the lattei evil, but those who sufier the evil do not 
leap the good, how fai is it right that they should suftei for 
the beneht of others 1 

Taking it foi granted that a more equal distribution of 
wealth IS to be desired, how fai would this justify changes in 
the institutions of property, oi limitations of free enteipnse 
e\en when they would be hkely to dimmish tlie aggregate of 
uealth? In other words, how far should an mcieafee in the 
income of the pooiei classes and a diminution of their work 
he aimed at, even if it mvolved some lessening of national 
material v, ealth ? How far could this be done without in- 
justice, and mthout slackening the energies of the leaders 
of piogiess? How ought the burdens of taxation to be 
distiibuted among the different classes of society? 

Ought ve to lest content with the existmg forms of 
dimsion of labour? Is it necessary that large numbeis of 
the people should be exclusively occupied with work that lias 
no elevatmg charactei ? Is it possible to educate gradually 
among the great mass of workers a new capacity for the 
higher kinds of work , and m particular for -undertaking 
co-operatively the management of the businesses m which 
they are themselves employed ? 

What are the proper relations of individual and collective 
action m a stage of civilization such as ours ? How far ought 
voluntary association in its various forms, old and new, to 
be left to supply collective action for those purposes for 
which such action has special advantages ? What business 
affairs should be undertaken by society itself actmg thiough 
its Government, imperial or local? Have we, for instance, 
carried as far as we should the plan of collective o-wnership 
and use of open spaces, of works of ait, of the means of 
instmction and amusement, as well as of those material re- 
quisites of a civihzed life, the supply of which lequires united 
action, such as gas and water, and railways 
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"WhetL Government does not itself directly interv ene, hoiv 
far should it allow individuals and corporations to conduct 
their own afiairs as they please ? How far should it regulate 
the management of railways and other concerns which are 
to some extent in a position of monopoly, and again of land 
and other thmgs the quantity of which cannot be increased 
by manl Is it necessary to retam in their full force all the 
existing nghts of property , or have the original necessities 
for which they were meant to provide, in some measure 
passed away? 

Are the prevailmg methods of using iv calth entirely 
justifiable? What scope is there for the moral pressure of 
social opmion m constraimng and directing indn idual action 
m those economic relations in which the iigidity and violence 
of Government mterfei-enco would be hkely to do more harm 
than good 1 

In what respect do the duties of one nation to another 
in economic matters differ from those of members of the 
same nation to one another? 
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SOME ETJNDAjilENTAL NOTIONS 


CHAPTER I 


INTRODUCTORY 


§ 1 Since Economics is the study of man’s actions in the 
ordinal y affairs of hfe, it needs to borrow more , 

XT XI. J £ Difficulties of 

than othei sciences do from common experience defimUon m 
Its reasonings must therefore be expressed in 
language that is intelhgible to the general public , it must 
endeavour to conform itself to the familiar terms of every- 
day life, and, so far as possible, to use them as they are com- 
monly used 

But unfortunately almost every word m common use 
has several shades of meaning, and therefore needs to be 
interpreted by the context. Economists must take, as the 
standard use of their words, that which seems most in 
harmony with every day usage m the market place, and 
they must add a httle special interpretation wherever it 
IS necessary Eor by this means only can they say exactly 
what they want to say without perplexing the general 
reader 

W, 3 
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CHAPTER II 

« 

WEALTH 


§ 1 Our difBculties begin at once “'Wealth” is really 
the same word as m ell-being hut in its common use it means 
only material possessions o? different kinds ^Further a 
wealthy man” is a person who has a great deal of iievlth 
and 60 economists have sometimes been blamed for speaking 
of the “wealth” of the labourer It is argued that as he is 
not wealthy, he cannot properly bo said to possess wealth 
But this objection must he sot aside and we must persist in 
saying that the cottager’s furniture, and other household 
goods constitute bis little stock of wealth. 

This word “goods ’ is a useful one A man’s goods are 
commonly understood to be lus material po^ses- 
Eions But the word is often used moie broadly , 
as when we say it is a great good to a man to bo able to find 
recreation m reading oi music after lus day’s noik is done 
This use of the word has heen odepted hy eoonouvists of ether 
countries it is practically lery convenient, and it is sufii- 
ciently in accordance with popular usage in this country for 
us to adhere to it. 

I ,Thus then Goods are all desiiable things, all tlungs that 
I satisfy human wants 

^AU wealth consists of things that satisfy wants, directlj or 
indirectly ) All wealth therefore consists of desirable things 
or “goods”, but not all goods are reckoned as wealth The 
affection of fnends, for instance, is a very important element 
of well-bemg, hut it is not ever reckoned as wealth, except by 
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a poetic licence Let ns begin by classifying goods, and 
then consider which of them should be accounted as elements 
of wealth, 

^Desirable thmgs are ]\Iatenal, or Pei-sonal and Non- 
material McUcrtal goods consist of useful classification 
material thmgs, and of all lights to hold, oi of goods 
use, or derive benefits from material things, oi to receive 
them at a future time 

Thus they mclude the physical gifts of nature, land and ' 
watei, air and climate, the pioducts of agriculture, mming, 
fishing, and manufacture, buildings, machmery, and imple- 
ments , mortgages and other bonds , shares in pubhc and 
private companies, all kinds of monopolies, pateni>rights, 
copyrights, also rights of way and other rights of usage 
Lastly, opportumties of travel, access to good scenery, museums, 
<kc , ought, strictly speaking, to be leckoned under this head 

A man’s non-mcUet'ial goods fall into, two classes ^ne 
consists of hi^own qualities and faculties for action and for 
enjoyment , such for instance as that faculty of deriving 
recreation from reading oi music, to which we have just 
referred AU these lie within himself and aie called tn- 
iernal The second class are called external because they 
consist of relations beneficial to bun with other pieojile Such, 
for mstancePw^ere the labour dues and personal seiwices of 
various kmds which the ruling classes used to requne from 
their serfs and other dependents But these have passed 
away , and the chief instances of such relations beneficial to 
then owner now-a-days are to be found m the good will and 
busmess connection of traders and professional men 

A-gain, goods may be transferable or nonxtranferahle lEvery 
thmg that can be bought or sold is of course transferable) 
But a person’s “internal” faculties foi action and enjoyment 
are non-transferable A successful tradesman or medical prac- 
titioner may sell the goodwill of his busmess But at first, at 
all events, the business wiU not be as good to the new comer 

3—2 
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as It as to him, because part of Ins business connection 
depended on personal trust in bxni, and that n/is non- 
transfemble 

Those goods are Jrce^ which aio not appropnated and me 
afforded by l?nture uuthout lequmng tlie effort of man The 
land m its original state nas a free gift of nature. But in 
settled countries it is not a fiee good from the point of new 
of the mdiMdual Wood is still free m some Brazilian forests 
the fish of the sea are fiec genet ally but some sea fisbones 
are jealously guarded foi tbo evclusn o use of nienihers of a 
certam nation, and iiia) be classed as national property 
Oystei beds that liave been planted by man arc not free in 
any sense Those that ha^e grown iiaturnllj are free in ciery 
sense if they aio not appropriated if they are private properly, 
they are still fiee gifts fiom the point of new of the nation , 
but, since the nation has allowed its lights m them to become 
\ ested in mdinduals, thoj aie not free from the point of "V lew 
of the individual, and the same is true of private rights of 
fislnng in nvers The wheat grown on free laud and the fish 
caught m free fishenes aie not free fur they liave been 
acquiied by labour 

v" ^2 When a man’s iieallh is spoken of simplj, and witli- 


Weaith interpretation clause m the context, it 18 

to be taken to consist of two classes of goods. 

In the first class are those matonal goods to which he has 
(bj law or custom) private rights of property Tliese include 
not only such things ns land and houses, furniture and 
machine! y, and othei material tilings which may be in his single 
pnvate owmership , but also any shares in public companies, 
bonds, mortgages and other obligations which lio may liold 
requirmg others to pay money to him On the other hand, 
the debte which he owes to others may be regarded as negative 
wealth, and they must be subtracted from his total posses- 
aoM before his true Net Wealth can be found It is perhaps 
hardly necessarj’^ to say that services and other goods, w Inch 
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out of existence in the same instant tliat they come 
into It, do not contrihute to the stock of wealth, and may 
thci’efoie he loft out of our account 

In the second class aic those of his non-mateiial goods 
Mhich are external to lum, and seiie directly as the means of 
enabling him to acquiie mateiial goods Thus it excludes all 
his own jiersonal qualities and faculties, even those winch 
enable him to cam a Imng ^ut it^ includes Ins , business or 
professional practice and especially that “^oodvun,’’ which 
^can l>e transfen'cd h^ sale to a new comer. 

It IS true that, pursuing the lines indicated by Adam Smith 
and followed by most continental economists, we 


might define Personal Wraith so as to include 




Personal 

wealth 


ajli^ thq^^.qnergies, facilities, aud^ habits which 
diiectlr contribute to making people industrially efficient 
But confusion would bo caused by using the term “ wealth ” 
Simply ■tihen we desiie to include a person’s industrial 
qualities For this puipose it mil be best to use the more 
explicit phrase “matenrd and peispnal i^ealth” “"Wealth” 
siraplr should always mean extern xl w ealth onlj' 

§ 3 We have still to take acconnt of those of a man’s goods 
which are common to him with his neighbours , and wluch there' 
foie it would be a needless tiouble to mention when comparing 
his wealth mth theirs But these goods may be important 
for some purposes, and especially for comparisons between the 
economic conditions of distant places or distant times 

Thej^ consist of the benefits which he denves fiom being a 
member of a certain State or community Tliey include civil 
and military security, and tlie light and oppoitunity to make 
use of public pioperty and institutions of all kinds, such as 
roads and gaslight, and they include lights to justice or to 
a fiee education, <tc The toisnsman and the countryman 
have each of them foi nothing many adiantages which the 
other either cannot get at all, or can get only at great expense 
Other things bemg equal, one pei-son has more real wealth in 
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ite Ijroadesti sobso than another, i£ the place in A\liich the 
former lives has a better chnmtc, hotter roids, better Mater, 
more -n-holesomo drainage, and cheaper and Ixitter nen'spapen?, 
and places of amusement and instruction. House-room, food 
and clothing, which would be insufiicient m a cold climate, may 
be abundant m a warm climate on the other hand, that 
warmth which lessens men’s physical needs, and makes them 
nch with but a slight provision of material wealth, makes 
them poor m the energy that procures wealth 

Many of these things aisi coI£ec/iJ c jrow/s , goods which 
are not m private owncrnhip And this brings 
Collective yg consider wealth from tho Social, ns opposed 

goods 

to the Individual point of vnew 
The most obvious fonns of such w ealtli arc public material 
property of all kinds, sucb as roads and canals, buildings and 
parks, gasworks and waterworks, though unfortunately many 
of them have been secured not by public savings, bat by pnblic 
borrowings, and there is the heavj "negative’’ wealth of a 
large debt to be set against them 

The lliames has added more to tho wealth of England 
than all its canals, and perliaps even than nil its railroads 
And, though the Thames is a free gift of nature, except in 
so far ns its navigation has been improved, wlule tho canal is 
the work of man, we ought for many purposes to reckon 
the Thames a part of England’s wealth Again, Gorman 
economists delight to insist that the organization of a free 
and well-ordered State is an element of national wealth 

National wealth includes the individual as well as the 
collective property of its members. And in estimating tbe 
sum of their individual wealth, we may save some 
trouble by omittmg all debts and other obligations due to one 
member of a nation from another For instance, so far as the 
Enghsh national debt and the bonds of an English railway 
are owned wuthm the nation, we can adopt the simple plan, of 
counting the railway itself as part of the national wealth, and 
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noglecttng Goverament nnd railway bonds altogether But 
e still have to deduct for those bonds, &c , issued by the 
English Government or by piivate Englishmen, and held by 
foreigners, and to add for those foieign bonds, &c, held by 
Englishmen 

§ 4 notion of Value is intimately coimected with 

that of "Wealth, and a little may be said about 

it here. “"The word zalue'^ sais Adam Smith 

“Ims tvo difleient, ineaimigs, and sometimes expresses the 

utility’’ of some paiticular object and sometimes the power 

of purchasing other goods Inch the possession of that object 

convey's ” But experience has shov n that it is not well to 

use the word in the former sense 
/ 

The value, that is the exchange value, of one thing m 
terms of another at any place and time, is the amount of that 
second thing which can be got there and then in exchange for 
the first Thus the toim value is relative, and expresses the 
relation between tv o things at a pal ticular place and time 
CiMlized countries generally adopt gold or silver or both 
as money Instead of expressing the values of lead and tin, 
and wood, and corn and othei things in terms of one another, 
wo express them m terms of money m the first instance , and 
call the value of each thing thus expressed its price If we 
know that a ton of lead will exchange for fifteen sovereigns 
at any place and time, while a ton of tin wdl exchange for 
ninety sovereigns, we say that then prices then and there are 
£13 and £90 lespectively, and we know that the value of a 
ton of tin in terms of lead is six tons then and there 

The price of every thing rises and falls from tune to 
time and place to place , and with every such change the 
purchasing power of money changes so far as that thing goes 
If the purcliasmg power of money rises with regard to some 
things, and at the same tune falls equally with regard to 
equally important things, its general purchasmg power (or 
its power of purchasmg things in general) has remained 
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stafcionarj This plnase conceals t>omo diilicultios, -tthicli wo 
must study later on But racam\hilo wo may take it in its 
popular sense, winch is suflicicntly clear, and wo jiny 
throughout this i olunio neglect possible changas in tho general 
t purchasmg power of money Thus the price of anything will 
be taken as representative of its exchange lalue rclatiieh to 
things m general, or in other words os rcprc:sentatl^ e of its 
general purchasmg power 
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CHAPTER III 

1‘noDUcri lox, coxbUMPrroN lauour. necessaries 

^ ^ thin gs In the ment.il 

nnd mnnl wnrhl indeed he inny produce now 

* , , * Man can pro- 

idci’^j hut lien he is said to produce raateiial ducconiy 
things, be j-esult^or. 

ut ihties/ ' , o r^ 11 1 othci iiorrK, Ins eflbit^ and saciifices result 
2 D„Hm 11^PJ'S ^llS nii'ingenient _c»f matter to a dapt 

it liettci^ for the sitistXction^^ want^ jVll that he can do 
in the phjKical world is either to readjust matter so as to 
make it more useful, as when he makes a log of wood into 
a t ahle , or to put it m the .at of l>emg made more useful 
h\ nalutv, as ssiitn he puts seed iiheio the foiccs of nixtui-e 
Mill make it hui-bt out into life 

Jt iR sometimes said that traders do not produce that 
Mhde the cidunet-mak^ produces fumituro, tlio fmmtuie- 
dcnjiljCjncrelj' sells m hat is already produced But there is no 
scientific foundation for this distinction They b oth produga 
lJtiixU,cs,^^iiitLjLaithex of Jiiein _can jlp nioro the fumiture- 
doaler moves and re-arranges matter so as to make it more 
*-emccahIe th.m it was before, and the carpenter does nothing 
more. The sailor or the railwuy-mali who carries coal above 
ground produces a further utility, just as much as the minei 
who carries it undeiground, the dealer m fish helps to move 
on fish from where it is of compar.ativ ely httle use to w^here 
it IS of gi eater use, and the fisherman does no moie It is 
true that there are often more traders than are necessary to 
do the work; and whenever that is the case, there is waste 
But there is also waste if There are tw'o men to a plough 
winch can be well worked by one man in both cases all I? 
those who are at work arc productive, though thej mayij 
produce but little 
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{Consiimpiion max.J^ ;^gaide<I as negafa vg^ prod^S^igS, 
Just as man caO>produce only “utilities, so h g. 
sumro"nr’ ca5\onsum^thji^jnor& He can produce ser- 
TjtUities Vices and other immaterial products, and he can 
consume them But as his production of material products is 
really nothing more than a rearrangement of matter "which 
gives it new utihties , so his consumption of them is nothing 
more than a disarrangement of matter, which lessens or 
destroys its utilities ^ Often indeed when ho is said to con- 
sume thmgs, he does nothing more than to hold them for his 
use, while, as Senior says, they “are destroyed by those 
numerous gradual agents which we call collectively time ” 
As the “producer” of wheat is he uho puts seed where Nature 
Mull make it grow, so the “consumer” of pictures, of curtains 
and e\ en of a house or a yacht does little to wear them out 
himself , but he holds them and uses them while tune wastes 
them 

§ 2 AH labour is directed towards producing some effect 
For though some evertions are taken merely for 

Nearly all ° ~ 

labour is in their own sake, as v hen a game is played for amuse- 

ment, they are not counted as labour ^Jevons 
well defined lahoui^ as any exertion or mind 
or body undergone partly or wholly with a "new to some 
good other than the pleasure derived directly from the 
work.) If we had to make a fresh start it would he best 
to regard all labour as productive except that which failed 
to promote the aim towards which it was directed, and so 
produced no utility And, on the whole, “Productive” when 
used by itself as a teobmcal term leads to more trouble than 
It 13 worth “Productive of” really means “that which 
pnHucea”, and the only safe course is to finish the phrase, 
and say straight out what it is that is produced. For instance 

may speak of labour as productiie of material wealth, of 
necessaries, A,c 

§ 3 This hnngs us to consider the term Necessaries. 


some sense 
productive 
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Jt I't cominon to (IukIo -woaltli into !N'ecegsRne<?, Comforts 
un<l LuMines ; ttic fubt class inchuling all things required to 
wants V Inch mi/ct he satisfied, while the latter consist 
of things that meet waute of a less uigent character. But 
hen* again there is a trouhle'>omo ambiguity AVhen we say 
that a want ho satisfied, what aio the consequences 

winch we ha\o m inew if it is not satisfied? Do they include 
death ] Oi do tlmj evtond only to the loss of sticngth and 
\ igour 1 In othci w oitls, are Xoccssni ics the things which are 
necessjirv hir lite or those which are ncccssaiy for efficiency? 

The oldei use of tlio tcmi Xecossanes wms limited to those 
things winch weie sufficient to enable the labour- 
ers, tnlvon one with nnothoi, to support them- forl^vistrncc, 
solves and their families But wo now* i-ocogniso “ndforeffi- 

^ ciency 

tint a distinction must he made between the 
nr cessarios for efficiency and the nccessanes for e\istenco , 
and that there is foi eicli rank of industry, at any time and 
place, a more or less clearly defined income wlncli is necessary 
for morely sustaining its members , w hilc there is another 
and larger income winch is necessary for keeping it in full 
eflicicncy 

Thus in the South of England population has incz eased 
during the present centurj* at a fair rate, allowance being 
made for migration But the efficiency of labour, which m 
earlier times was as lugh as that in the North of England, 
lias sunk relatively to the North, so that the low-w*aged 
labour of the South is often dearer than the more highly paid 
laliour of the North This indicates that the labourers m 
the South have had the bare nccessanes for existence and 
the increase of numbers, but they have not had the necessaries 
for eflicicncy 

It may bo true that the wages of any industnal class 
might have sufficed to maintain a higher efficiency, if they 
had been spent vnth perfect wisdom But every estimate of 
nccessanes must be relativ e J^o a giv'cn place and time , and 
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unless there be a special interpretation clause to the contrary, 
it may he assumed that the wages mil be spent mth jtist 
that amount of msclom, forethought, and unselfishness, winch 
pievads in fact among the industrial class under discussion. 
With this understanding wm ma-y say that the income of any 
class m the lanks of industry is below its necessary lei el, 
when any increase m thou income would m the course of 
time produce a more than proportionate increase in their 
efficiency Consumption maj lie economized hj a change of 
habits , but any stmting of necessaries is wasteful 

The necessaries for the efficiency of an onhimij agncul- 
tural 01 of an unskilled town labourei and his family, in 
England m this genei ntion, maj be said to consist of a well- 
drained dwelling with seieral rooms, warm clothing, with 
some changes of under-clothing, pure water, a plentiful supply 
of cereal food, with a moderate allow ance of meat and milk, and 
a httle tea, <Lo , some education and some recreation, and lastly, 
sufficient freedom for his wife from other work to enable her 
to perform properly hei maternal and hei household duties 
If in any distnct unskilled labour is deprived of any of these 
thmgs, its efficiency wall sufier m the same way as that of a 
horse that is not properly tended, oi a steam-engine that has 
an inadequate supply of coals All consumption up to this 
hunt IB stnctly productn e consumption any stinting of this 
consumption is not economical, but w osteful 

In addition, perhaps, some consumption of alcohol and 
Conventional tobacco, and some indulgence in fashionable dress 
necessanes many places so habitual, that they may be 

said to be conventionally necessary, since in order to obtain 
tlmm, ibe average man and woman will sacrifice some things 
which are necessary for efficiency Then wages are therefore 
less than are practically necessary for efficiency, unless tlmy 
prmu e not only for what is strictly neeessaiy consumption, 
but include also a certain amount of conventional necessaries 
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CAPITAL INCOiME 


§ I It IS customarj’- to divide the stock of goods -which 
constitutes -wealth, into that -sihich is and that winch is not 
capital But the purposes for -which the division is -Planted aie 
many and various , and m consequence the term Capital has 
many ,uses both in the language of the market-place and 
in tlie -writings of economists In fact there is no othei 
pai-t of economics in -which the temptation is so strong to 
invent a completely new set of terms But this would thiow 
the science out of touch with leal life We must theiefore 
take tlie ordinary usages of the term as the foundation of oui 
account^ and add such explanations, as are required to give 
to oui use of the term some raeasuie of cleat ness and precision 
Adam Smith said that a p ersonas capital is iliat part of ^ 
Ms stock from whtch lie exj)ect8 to dcft we an nicovie , c apitai 

and m fact each use of the teim capital has coi- yields 
responded more or less closely to one of the uses 
of the term Income, and theie is an advantage in studying 
the two terras Capital and Income together 

In a pi imitive community no distinction is made between 
capital and other forms of wealth each family is income m 
neaily self-sufficmg, and provides most of its o\vn its broad 
food and clothing and even household furniture 
Only a veiy small part of the income, oi commgs in, of the 
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fatuily aie m the fom o£ inonej , vhen one thinks of their 
income at all, one reckons in the benefits Mhich they get from 
their cooking utensils just as much as those -winch they get 
from their plough one draws no distinction between their 
capital and the rest of their accumulated stock, to which the 
cooking utensils and plough ahke belong 

But with the growing use of money in common life the notion 
mcome has been more and more confined to 

A mdc xL f • 

corresponds tnose comings in w'hich are in the form of money , 

income"'^ of S' bouse, the free 

coals, gas, Avatei, A,c , of some emploj ees — take 
the place of thmgs on which most people spend a part of 
their money income 

In harmony with this meaning of Income, the language of 
the market-place commonly regai-ds a man’s capital as that 
part of his wealth w'hich he demotes to acquiring an mcome 
n le orm 0 money, oi, more generally, to acquisition 
means 0 t may be cons ement sometimes to speak 

factor,, and the business plant of a raanntoctnrer , that is. ta 
ri «T’. »>»‘tang. and hlse- 

"Zi.S' of 7 ana «■» 

7°'* add to the 

from Xh he rr™ ' ** and 

has made on mottle mctadmg loans trhich ho 

01 er capital Mhichhe°maj hold m'theT’ ““““d 

deducted from his capital mlv heTf i“ ^ 
»o of fo, the pnrposes of hn^esUife “ 

sL, I'Strr "O ‘o '®8ard 

udual, hut of Society as a whole, or, m other 
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Avordv, Vv’licu c ‘^ook £oi a definition of capital in general, or 
iSocm! Oapitnl 

The chief diQoience lelntes to land, and othei fiee gifts 
of iiftiure The balance of usage and comemcnco innd is 
1'; in favour of icckoning right*- to land ns part of orated 
individual cajutal But when icgaidmg capital from the social 
point of MOM it IS best to put under separate heads those of 
the nation's i-osouroes which moio made by man, and those 
vhich veic not, and to sopnrnte the capital which is the 
n^sult of labour aud skiing from tliose thuigs winch nature 
has giien fiool}' 

This plan is well adapted foi the main puiposes of the 
economist. For indeed Ins chief concern vith capital m 
generd, or Kocml capital, is when he is considering tlicMay 
in which the thieo agents of production, land (i e natural 
agents'), labour and c.ipital, contribute to producing the national 
income (oi tlie dVafionn! JDtucO'ud, ns it will bo called later 
on) , and the way in winch this is distiibuted among the tluee 
agents 

This fact points further t-o the con\enience of keeping up 
a close relation between oui uses of the terms Capital and 
Income from the point of \aew of society as we did from that 
of the indn idual But of course income is now to be treated 
more bro.idly and not stiictly bmited to that which takes the 
form of money All w ealtli is designed to yield what in pure 
thcor} may bo called an In-come of benefit or gain in some 
form or other, and the language of the market-place, while 
refusing to admit so broad a use of the term Income as that, 
commonly includes a certain number of forms of income, other 
than money income 

This use is exempUfiod in the rules of the income-tax 
commissioners, who count in everything which is commonly 
treated m a husmess fashion , even though it may happen, 
like a divelling'houso inhabited by its owmer, to yield its 
income of comfoi t directly . That is done partly because of 
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tbe practical importance of houRe-rooni, and partly liocnuRO 
tbe real uicome fiom it can easily be separated oil and esti- 


tc 


mated 

/ In the present treatise therefore, capital in general, 
capital regarded from the social point of mow, will U* tnhfu 
to consist of those hinds of wealth, other than the free gifts 
of nature, which jield income that is genemllj reckoned as 
such in common discouise together with birodur things m 
pabhc ownership, such as go\ eminent factoiies 
' Thus It will include all things held for trade purposes, 
whether machinery, raw inatciial or Imishtd goods, theatres 
and hotels, home farms and houses hut not furmtuie or 
clothes ov, ned bj those mIio use them For the former are, 
and the latter are not commonly regarded by the noild .it 
laigo as jidding income 

§ 3 It IS lioublesomc to ljn\e to use the i\ortl Capital 
in two senses so diflerent ns those of the tuo 
pieceding sections But it cannot bo lielped 
The use of the word to mean Trade capital is well 
adapted foi many purjioscs of economic inquiry, 
as uell as for the practical needs of business 
And it is so fii-mly estabhbUed in the market-plnce that there 
would be no wisdom m an attempt to dislodge it 

But the second use of the wonl to mean "Social capital” is 
equally necessary in its place That use, or one differing from 
It onl} in small matters of detail, has been the chief URC of 
the term in their most important discussions by the economists 
of all countries fiom the dawnings of economic science till 
now And it is very often used by busmess men and states- 
men m bioad discussions of public uell-bcmg, so it also is 
indispensable 

In ordinary conversation people are apt to pass from one 
use of the ^lord to the other, without noticing the change 
This rauses contusion, which can sometimes be set nght at 
once, by someone s breaking m and asking “are jou speaking 


Relation 
between 
difTerant 
uses of the 
term Capital 
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of capital in a broader sense than before,” or “in a narrower 
sense” ns the case may be But tbe economist cannot afford 
to run tbe nsk of confusions of this kmd He must always 
make quite sure that he knows what be means himself , and 
he must not trust to someone’s interrupting him and asking 
him to explain himself And this makes it seem as though he 
were introducing new difficulties that are not met with in 
common conversation But that is not the case He does not 
make new difficulties He merely brings into prominence some 
that are latent in every day discoui-se The trouble of examin- 
ing them in a good hght is worth what it costs , for it saves 
constant confusion of thought. 

(Finally it should be remarked that though there is no 
perfectly clear and consistent tradition as to the verbal defini- 
tion of capital , there is a clear tradition that we should use 
the term Wealth in preference to Capital when our attention 
IS directed to the relations in which the stock of useful things 
stands to general well-being, to methods of consumption, and 
to pleasures of possession and that we should use the term 
Capital when our attention is directed to those attnbutes of 
productiveness and prospectiveness, which attach to all the 
stored-up fruits of human effort, but are more prominent in 
some than in others We should speak of Capital when con- 
sidering things as a^nts of production , and we should speak 
of Wealth when considering them as results of production, as 
subjects of consumption and as yielding pleasures of possession 
Thus the chief demand for capital arises from its pro- 
ductiveness, from the services which it renders, for instance, 
in enabling wool to be spun and woven more easily than by 
the unaided hand, or in causmg water to flow freely wherever 
it 18 wanted instead of being earned labonously m pails, 
(though there are other uses of capital, as for instance when 
it IS lent to a spendthrift, which cannot easily be brought 
under this head) On the other hand the supply of capital 
IS controlled by the fact that in order to accumulate it, men 
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must act prospectively they must “wait” and “save,” they 
must sacrifice the present to the future And these two 
attributes liave much in common For, as we saw in the 
last chapter, it is usual to speak of labour as employed 
productively when it proiides for wants of the future rather 
than the present 

§ 4 Capital h-is been classed as consumpHon capital, and 
avoiliarp or instrumental capital It seems necessary to retain 
this distinction because it is often used But it is not a good 
one no clear line of division can be drawn between the two 
classes The general notion of the distmction which the terms 
are designed to suggest, can hovever be gathered from the 
following approximate definitions 

Consumption ca]}ilal consists of goods in a form to satisfy 
ca duectly , that is, goods v hich afford a direct 

“P sustenance to the workers, such as food, clothes, 

house-room, ic 

Auxiliary, or mstnmeniul, capital is so called because 
Auxiliary it wu^sts of all the goods that aid laboui m 

factor.,., Under this head come tools, machines, 

f^tones, railways, docks, ships, ,1c , and raw matcnals of all 

But of course a man’s clothes assist him m his work and 

direct faeS 

i ‘ta p™«-t.0a u. “It 

I of corresponding duration.” ^ spread ovei a period 

§ 5 To return to Inconia If 
business, he is sure to liave to mour engaged in 

matena), the hire of labour, &c 

And, in that case, his true 
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ov Income i*? fcuncl hy flcrlucting from his gross income the 
outgoings that liclong to its production Net income 

Xo\c anything tlip.t a person does, for it Inch lie is paid 
diioctly or indirccfly in inone}', helps to suell Jus money 
income^ 'itlnlc no •lenices that he pcifoniis foi himself are 
reckoned ns adding to ins nominal income Tims a ^voman 
vho makes her o\mi clothes, or a man ^\ho digs in his own 
gm*deii or lepairs his own house, is eaining income just 
as would the diessmakcr, gardcnei or caipcutei who might 
1)0 himl to do the work 

It would 1)0 a gnat eoinenience it theic weio two words 
ai..ilal)U one to repiescnt a pei'^on's total income and an- 
other his money income, i e that pai t of Ins total income 
which comes to him in the form of money Toi scientific jiui- 
po^es it would he best that the word income when occurimg 
alone should alw aj s mean total i-eal income But ns this plan 
IS mconsLstent wnth general usage wo must, wheneiei there is 
any danger of misundci standing, sa> distmctly whether the 
term is to be Uikcn in its nanowtr oi its broadei use 

In tins connection we niii) introduce a term of which 
we shall have to make ftequont use hereafter Netodvan- 
The need for it arises fiom the fact that every 
occupation involves other disadvantages besides the fatigue 
of the w ork required in it, and ev ei-j occupation ofiers otliei 
advantages liesides the receipt of nione} wages The true 
reward which an occupation offeis to labour has to be calcu- 
lated bj dcductmg the monc} value of all its disadvantages 
from that of all its advantages, and we may desenbe this 
tnie rcw ard<us the Net Advantages of the occupation 

§ G The income denved from wealth has many forms It 
includes all the various benefits winch a person derives from 
the ownership of wealth wdiethei he uses it as capital or 
not. Thus it includes the benefits which he gets from the 
use of Ins own piano, equally with those which a piano dealer 
would v\m by lotting out a piano on lure And it includes, 

4—2 
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as a special case, the raonc}' income vhich is demed from 
capital This income is most easily mensural -wlien it takes 
T . ™ the form of a payment made liy a borrov-er for 

capital use o£ ft loan for, say, « year , it is xiien 

expressed as the ratio Mhich that payment bears to the Joan, 
and IS called Interest 

This 18 one of a group of notions, ■vvlnch mo shall need to 
study carefully hereafter, but of v.hicU provisional definitions 
may conveniently be introduced bore 

^Vhen a man is engaged in business, his Profits for the 
year are the excess of his receipts from Ins busi- 
ness during the yuir o\cr Ins outlay for bis 
business, the difference bctMcen the\nlue of his stock and 
plant at the end and at the beginning of the \ ear being ial on 
as part of his receipts or as part of his outkj, acconling ns 
there has been an increase or decrcace of \aluo. AVhat rc- 
Eanjincsof mauis o£ his profats after deducting interest on 
Management, j^g capital at fhe current rate may bo called bis 
Earnings of undertaking or management 

Tlie income denved from the OMnirsliip of land and other 
Rent. nature is commonly called Pent; 

and the term is sometimes stretchctl, so ns to 
include the income dcn^ ed from houses and other things the 
suppty of M hich is limited and cannot quickly be increased 
§ 1 Social Income may bo estimated by adding together 
Social income mcomes of tho indmduals in the societj in 
question, Mhctber a nation or any other larger 
or smaller group of persons But to reckon it directly 
is for most purposes simplest and best. Everj-thing that is 
produced in the course of a year, et eiy eemco rendered, every 
fresh utility brought about is a part of the national income. 

Thus it includes the benefit denved from the advice of a 
physiman, the pleasure got from hearing a professional singer, 
an t e enjoyment of all other services which one person may 
0 1 to perfonn for another It includes tho services 
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rendered not only by the ommbus driver, but also by the 
coachman who dnves a private carnage It includes the 
services of the domestic servant who makes or mends or 
cleans a carpet or a diess, as well as the results of the 
work of the upholsterer, the milliner, and the dyer 

"We must however be careful not to count the same thing 
twice If we have counted a carpet at its full value, we have 
already counted the values of the yam and the labour that 
were used m making it , and these must not be counted 
agam’ 

1 Suppose however a landowner with an annual income of £10,000 hires a 
private secretary at a salary of £500, who hires a servant at wages of £50 It 
may seem that if the incomes of all these three persons are counted m as part 
of the not uicome of the country, some of it will be counted twice over, and 
some three tunes But this is not the case The landlord transfers to his 
secretary, in return for his assistance, part of the purchasmg power deiived 
from the produce of land, and the secretary agam transfers part of this to lus 
servant in return for his assistance The farm produce the value of which 
goes as rent to the landlord, the assistance which the landlord denves from 
the work of the secretary, and that which the secretary denves from the work 
of the servant are indeimndent parts of the real net mcome of the oountiy , 
and therefore the £10,000 and the £500 and the ±60 which are them money 
measures, must all he counted in when we are estimaUng the mcome of the 
country But if the landlord makes an allowance of £500 a year to his son, 
that must not he coimted as an independent income , because no services are 
rendered for it, and it would not be assessed to the Income tax 
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Is Book III Jiri t<i iiink* /i shfirt jirov jsifiinl stu'l\ 
■\\niitb and then '•nn‘- fact ion or, to o\pn'-« lu mly tli'- ^'anlC 
thing in otlnr Mords, ot <!< mand and «’*m';unnitiou 

This subject lias Ikiii '-omenliat lugli'ct/d by f conoim^i't 
Scope of tj]] t(*c« nth parth liecauM cdt'nco ‘■coined bi 
Book III littk to '=!»% u|><m it, l>e\ond stliat H th*i 

common propettv oi all ‘•ensiblo people v ho basi Inul o 
large espenence of liti But in rrctnt ji irs cconoinu^- ImH 
borrovrecl much from ihcixact linbils of (liought niid o'pns- 
sion of the older phvsicnl sciences iiiul, \Oien these time 
apphed to state ckarh hoti the demand for i thing m to be 
measured, they tteie found to open n}) nt oneo netv aspects 
of the mam problems of economic-^ The t boor)’ of demand is 
jet m its infancy, but \\c can ulreadt see that it may lie 
possible to collect and arrange statistics of consumption in 
such a vray as to thron liglit on difficult questions of great 
importance to pubbe •vvell-licing 

And t\lnle the progress of the science is ginng us a iien 
potcer, the spirit of the age is giving us a new motive for this 
inquirj It is urging us to pij ever closfr attention to the 
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question wliether our increasing wealth may not be made to 
go furthei than it does in piomotmg the geneial well-bemg^ 
and this again compels us to examine how far the exchange 
value of any element of wealth, whether in collective or indi- 
vidual use, represents accurately the addition which it makes 
to bappmess and well-being 

"We will begm this Book with a short study of the 
variety of human wants, considered m their relation to 
human efforts and activities For the progressive nature of 
man is one whole There is a special need to insist on this 
just now, because the reaction agamst the compaiative neglect 
of the study of wants by the eaiher economists shows signs 
of being cairied to the opposite extrema It is important still 
to asseit the great truth on which they dwelt somewhat top 
exclusively , laz. that while wants are the rulers of life among 
the lower annuals, it is to changes in the forms of effoits and 
activities that we must tui^ when in search foi the keynotes 
of the histoiy of mankind 
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CHAPTER IL 

WAJSrrS IN RELATION TO ACTIVITIES 

§ 1 Human" wants and desires are countless in^n^l>er 
and very vanous in kind. The uncivilized man indeed lias 
not many more needs than the hrute animal j hut 
^^salve O'^cry step in his progress upwards increases the 
' variety of them together i\ ith the variety m liis 
method of satisfying them Thus though the hruto and the 
savage alike have their preferences for choice morsels, neither 
of them cares much for change for its own sake As, however, 
man rises in avilization, as his mind becomes developed, and 
even bis animal passions begin to associate themselves with 
mental activities, his wants become rapidly more subtle and 
more vanous, and in the minor details of life ho begins to 
desire change for the sake of change, long before ho has con- 
sciously escaped from the yoke of custom Tlvo first great 
step m this direction comes with the art of makmg a fiin 
gradually he gets to accustom himself to many different kinds 
of food and drink cooked in many different ways , and before 
long, monotony begins to become irksome to him , and he finds 
it a great hardship when accident compels him to lue for 
a long tune exclusively on one or tivo kinds of food 

As a man’s nches increase hia food and dnnk become 
more vanous and costly, but his appetite is 
food, limited by nature, and when his expenditure on 
food IB extravagant it is more often to gratify the 
desires of hospitality and display than to indulge Lib own 
senses. 
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But, as Senior says — “ Strong as is the desire for variety, 
it IS weak compared with the desire for distinc- 
tion a feeling which if we consider its univer- 
sality and its constanay, that it affects all men and at all 
tunes, that it comes with us from the cradle and never leaves 
us till we go into the grave, may be pronounced to be the most 
powerful of human passions” This gieat half-truth is well 
illustrated by a companson of the desire for choice and vanous 
food with that for choice and vanous dress 

§ 2 That need for dinss which is the result of natural 
causes vanes with the climate and the season of 
year, and a httle with the natuie of a person’s 
occupations But in dress conventional wants 
overahadow those winch are natuial Foi instance in England . 
now a well-to-do labourer is expected to appear on Sunday in 
a black coat and, in some places, m a silk hat , though these 
would have subjected him to ndicule but a short time ago, 
and in all the lower lanks of life theie is a constant increase 
both in that variety and expensiveness winch custom lequires 
as a minimum, and in that winch it tolerates as a maximum , 
and the efforts to obtam distmction by dress are extendmg 
themselves throughout the lower grades of English Society 
But in the upper grades, though the dress of women is 
still various and costly, that of men is simple and inexpensive 
as compared with what it was in Europe not long ago, and is 
to-day in the East For those men who are most truly dis- 
tmguished on their own account, have a natural dishke to 
seem to claim attention by their dress, and they have set 
the fashion’ 

1 A woman may display wealth, but she may not display only her wealth, 
by her dress , or else she defeats her ends She must also suggest some dis 
tinction of character as well as of wealth for though her dress may owe more 
to her dressmaker thou to herself, yet there is a traditional assumption that, 
being less busy than man with external affairs, she can give more tune to 
takmg thought as to her dress Even under the sway of modem fashions, to 
be “well dressed’’ — ^not “expensively dressed" — is a reasonable nunor aim 
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BOOK III Clt 11 n. 4 

S 1 11011*^0 iTKiin '•JiUsfiP ‘5 tliP jinpenUu* uml for 

from the w<> «th<'r 1 ml tint m «! pH\« ''‘rv littk* 
DUie room ofTccU^*- (\> miUl(l for 1.011^' rrtCII! I or 

tlmtigh ft Munll Imt veil built cabin gno'' cvn'lb'nt nlnluT, its 

stifling ntmosplmns Us m ro'^art iniplc nibm-'s uml U' t^.mtoC 
tlic clcconcics nnd the* (jnict of life .iro gn t( mils It i*- not 
much that tho\ caiist' phtsnal dncimifort ft's tint tbit ti ml 
stunt the faculties uiul lumt p'stplc's highei m'mlifs tlb 
c\en incivise jn the*-?' nctiMties tb< » 1 > inaiui tor Itirgn hou *'■ 
riKim becomes more urgent' 

And thcii'fore nlatiiiU largo nml "ell npjminted lioiiie 

Hwni n, enm in tin loiw t ‘•nrial rani *■, at omi> ft '' m C* curt 

fur olhcioncN ’ and the lao't ••ouveniont and obtrous t'ftt *'l 

ftdMincing a matenal <hiiiu to ^oei.il ibstitutum Anti e'en 

in those gnidts in uhich e\< rjone has horn e nk'jtii niflitient for 

the Inglier aclnitios of hini'-tlf and hw fainiK, a j*‘t fnctbi r 

and idraost unliimted in< r< is dt mis d ns .i ivipiMte for the 

exorcise of mam ot the Ingln r '•ocinl anuitn ^ 

§ 4 Tt IS again the di'in* f<»r tht> i xt m < anvl dovilop 

1,, ... uient oi aitnitK', ’■pn iding tlimugb e\tr\ r.u.b 

Wants \/hleh , , » ‘ - f 

deteiopnaivi ufsticiets, whicli h ids not ouK to tin jam (lit oi 

silence, hteintuiv and art for thr ir own s d.t, but. 
to the lupidh inciX'asuig dtnmntl foi the vork of those uhu 
pursue them as pi-ofcssvous Tins is one of the nio>t nnibcd 
chnractcnstics of our ago, and the ‘umo nta\ lie laid uf the 
grossing desire for those amusemtnts,* such as ntblftic pnim*! 


for tliosDSvlio ilesiro to l)c ttistiiigta“1ifsl for iticir f iruUms oiiil nlillifu’S, 0 i t 
tbiB vail be stHl more tlio case if the csil ifomiiiion of Did srniiton vtigirics ‘ * 
fnsbiou alionld pasR awar For lo nrmiiRo costumes timallful la ttmu'tlscs 
Tarions nmf srell ndaulcd to tbotr jmrjKisM ig nn otjjprt wurttiv ot lugli fa 
iloaTonr, it bcljnpg to tlie wane ctn--s thongb not to Uic siiiio mat in tbst 
elttBs, as Uio painting of a good pirture 

1- It is troo tbatinanj active minded vrorkln" men prcfir crnniptsl bHlgingH 
m a toivn to a roomy cottngo in Ibc cowitry, imi Umt is becanse Ibri Imse n 
Btrong tnsto for ^oso actintus for vrbicb a couiilrj Wo oifors Utile tcopo 
> Sec above Book If cb in 1 3 
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nnd tray ^vliich de^ elop nctmties, rather than indulge 

anv $ensuou‘? craMug' 

Per indeed tlie de'^ue for cvcellence for its o^vn sake, is 
almo'it ns i\ide in its i-ango as the loner desire Desire for 
for distinction, As that graduates dorni fioin excellence 
the nmhition of those ndio may hope that their names n'lll 
he m men’s mouths in distant lands and in distant times, to 
the hope of the countr\ lass that the new i ibbon she puts on 
for Eastoi may not pass unnoticed by her neighbours, so the 
dcMre for excellence for its onn sake giaduates down from 
that of .1 IN^civton, oi a Stiaduanus, to that of the fisherman 
who, e\en when no one is looking and he is not in a hmry, 
delights in handling Ins cinft -well, and in the fact that she 
IS A\ell huilt and responds pi-omptly to his guidance Desues 
of this kind oxeit a great influence on the Supply of the 
highest faculties and the greatest inventions and they are 
not unimp6rtnnt on the side of Demand Foi a laigo part of 
the demand foi the most highly skilled professional serinces 
and the best Mork of the mechanical artisan, anses from the 
delight that people haio in the tiaining of then own faculties, 
and in exeicising them by aid of the most delicately ad- 
justed and responsive implements 

, Spe,ikmg broadly theiefoie, although it is man’s wants 
^ in the earliest stages of his deielopnient that Relation of 
i P^e nse to his actnities, yet nftei’Avaixls each Wants to 
* now step upwards is t’o ho legai-dcd rather as ■^^ctivities 
Hhe doielopment of nov actnities giving nse to new wants, 
ftlian that of new wants gl^^ng nse to new activities 

■\Ve see this cleaily if ne look away horn healthy con- 
ditions of life, wheie net\ actmties aie constantly bemg 
det eloped, and watch the West Indian negro using his new 


1 As a inuior point it may be iioticeil tliat those dnnks tvliicb stuntilnte the 
inciitnl nclivitics are largely displacing those wlncli merely gi-atify the senses 
The consumption of tea is increasing very fast ulnlo that of alcohol is station- 
ary, and there is in all ranks of society a dimmishing demand for tlie grosser 
and more immediately stnpefying forms of alcohol 
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freedom and -aeaUli nol to the nu-ans of ani jetting nev 
-wants, but in idio Htagnation that is not r< 'll ; or again lo'fk 
at that rapidlj lessening part of thfi Lngli‘’h m orbing cluiStH. 
Tvho lIn^ e no ambition and no pridi* or dr light In th'' growtli 
of tlioir faculties and aotiMties, and fcpend on dntik whatever 
surpluH Ibcir wages adord over the liaro nceetsancs of a 
squalid bfo 
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CHAPTER m 

GRADATIONS OF CONSUifERS’ DEMAND 

§ 1 When a trader or a manufacturer buys anything to 
bo used in production, or bo sold again, his conBumers’ 
demand is based on his anticipations of the demand 
profits ■which he can derive from it. These fradere* 
profits depend at any time on speculative risks ‘i="'and 
and on other causes, -which -will need to be considered later 
on But in the long run the price which a trader or 
manufacturer can afford -to pay for a thing depends on the 
prices vhich consumers -will pay for it, or for the things 
made by aid of it The ultimate regulator of all demand 
IS therefore consumers' demand And it is -with that almost 
exclusi\ cly tliat -sve shall be concerned in the present Book 

"Utility js taken to be correlative to Desire oi "Want , an^ 
wo ha\e .lUSt seen that each several want is limited, and 
that witb every increase in the amount of a The law of 
thing which a man has, the eagerness of his satiable 
desire to obtam more diminishes , until it yields di^itdshmg 
place -to the desire for some other thing, of 
Atliich perhaps he hardly thought so long as his more urgent 
wants were still unsatisfied Everyone says now and then to 
himself— I have had so much of this that I do not care to 
buy any more If it were cheaper I might buy a little more , 
but I do not care enough for it to buy more at a price as high 
as' IS charged for it. In other j^vords, the additional benefit 
■which a person denves from a given increase of his stock of 
an3rthing, diminishes "with the growth of the stock that he 
already has. This statement of a fundamental tendency of 
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human nature nmj be called the law of sattahle wants or of 
dmtnvslnng 'utility 

Suppose, for instance, tliat tea of a cei tain quality is to be 
had at 2s per lb A person might be ■willmg to give 10s 
for a single pound once a year rather than go mthout it 
altogether, while if he could have any amount of it for 
nothing he would peihaps not care to use more than 
30 lbs in the year But as it is, he buys perhaps 10 lbs 
m the lear, that is to saj, the difference between the 
satisfaction n Inch he gets from buying 9 lbs and 1 0 lbs is 
enough for him to be wilhng to pay 2s for it while the fact 
that he does not buy an eleventh pound, shows that he does 
not thuik that it would be worth an extra 2» to him 


Such facts as these come withm the daily experience of 
everybody They illustrate the rule that the total utility of 
Total uuuty ^ thing to any one (that is, the total satisfaction 
or benefit it yields lum) generally increases inth 
every mcrease in his stock of it, but yet does not increase 
as fast as his stock mcreases If a number of equal additions 
be made to his stock, one after another, the additional benefit 
which he denves from any one n ill be less than from the 
prenous one. In other words, if his stock of it increases at 
a uniform rate, the benefit which he denves from it increases 
at a dimmishing rate J 

To return to our purchaser of tea The market pnce of 
2s a pound measures the utihty to him of the tea which 
terminus or end of his purchases, and 
this introduces us to one of those few technical terms wlucii 
are indispensable , beca^ose the notions vhich they express are 

n ordmap^ use which represent them well 

We maj call that part of the commodity which a person 

to purchase his maiginal 

whether on the mat^n of doubt 

whether it is worth his .bile to incur tlm ouTay required 
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In olitAut it. And tlin ntdity of lus marginal purclniso may 
W cidUd tho vmrffti'inl tthlUtj of the conunodity Maminni 
to lum Or, if instead of bujing it, ho makes “oiity 
the* tlnmr hnn'a'lf, then its ruatgmal utility is tho utihty of 
llml part Aelncli ho thinks it onl} ,iust Morth lus ■s\hile to 
m ike. If the price mIuJi a purchasci of tea is just anlluig to 
jiay for am pound ho c<illcd his demand 2>^cc, Mareinni 
then 2' is Ins innuftnnl demand jnrcc And demand price 
our law mas he wonlcd — 


The Inigcr the amount of a tlnng that a person has, tho 
h'« will, other ih\U'j‘! being t’jimt, ho the pneo mIucIi he uill 
pi) for a little moi-o of it. or, m other vortlb, the less tvill bo 
Ills marginal demand for it The condition “other things 
being equal " mubt not lie allowed to diop out of sight If, 
f<*i inEkance, lus incoino vore suddenly increased, he tvoulcl bo 
likely to buy more of a thing, even though ho bad a good 
sto' k of it alreud} 

^ 3 jlse\t MO huso to take account of the fact that, 
asproploKi}, “a shilling is unrth much more to xhc marginal 
a jHKjr man than to a nch one'’ Wo haae uuUtyof 
already’ noticed, fui instance, that a clerk Mith 
£100 a-year Mill M.ilk to Ins business in a imicb heaticr mm 
than the clerk Mufh £300 a-year, foi a tlireopenny omnibus 
fan* measures a greater Ixjnefit, or utility to tho poorer man 
than to tho richer If tho poorei man spends the monoj', 
ho Mill sufTer more from tho Mnnt of it nftcrMnrds than 
tho richer v ould The liencfit that is measured in tho poorer 
man’s mind* by threepence, is greater than that measured by 
it in the richer man’s mind If the richer man rides a 
hundred tunes in the yeai and the poorer man tMenty times, 
then tho benefit of the hundredth ndo Minch the nchei man 
is only just induced to take is raeasuied to him by threepence , 
and tho lienelit of tho tivcutietk ride mIucIi the poorer man 


1 Book 1 Cfa 111 § 1 
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^ J'lst induced to tnko i8 measured to Imn hy throepenco 
For each of them the marginal benefit or ntihly is incJlsurcd 
by thredpbnco , but it is greater in the case of the poorer rnan 
than in that of the richer 

So -when tea, eold at 2$ a pound, is drunk by diflbrent 
people some of whom are nchcr than others, then 2s n pound 
measure tlie utility, or benefit, to each ono of them of the 
tea that hea at the margin or tcnninus or end of hiR or her 
purposes. But while one Mill dnnk tuenty pounds a year, 
another will make shift Mith six, and the benefit of the 
marpnal purchase wjl be much greater to the latter than to 
e former If the pnea of tins kind of tea fell to I« 8r/, a 
^or ^rson who was enabled to buy an evtm soicnth pound 

Zs lf ZlZ: ^ r T consumption 

resources / ^ ^ generally that every increase in n person’s 
resources increases tho pnee Mhich ho is Anlling to nay for 

dLuSn 

»y loS “ ■« P«y tor 

To oW complelo 

Ids flit {50c? dsi* Hi in lu 
7 „ 40 !? Por lb 

„ ” » 11 oi • 

S „ 33 TO ” ” 

^ ” 28 I 13 ” ?? ” 

»0i„“ We'TotT/CV'"' f “to'oood.ote 
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g 3 "Vnien A\ e say that a person s doiuawti fo\ au) tlnnsj 
increases, "vre mean that ho amH hiiy more of it tlmn he 
Avould before at the same puce, and that lie a\iU buy aS imich 
of it as before at a luglioi pi ico. 

That IS to say, a general inoioase in Ins demuinl is an 
mcrease thi-oughout the whole list of puces at increase inn 
which he is Avilhng to pnrohaso cliftbront amounts rernon's 
of it, and not merely that ho is AMlhng to buy 
moie of it at the enu-ent puce’ 


rensoning m the text is always couiploto In itnoU niul dot'd not dniit'ud on 
them They do but express famihni fuels In a now langnago w hloh it toi ho and 
precise, and WTllho found helpful hj those lenders irho mo iiu lined towaidd ii, 
Such a demand Bohcdnlo may ho translated, on a )'lnn now t omlng Into 
familial use, mto a curve that maj bo called his dcmmid cm i<i Lot (Li and 
Oi/ he drarra the one hori/ontnlly, the other vorticnlh IiOt an inch nu iiHiirod 
along Or represent 101b of tea, and nu inch moasurod along Oil ropiosnnt 
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in, bemg on Ox and W|p, being dravn vertically from W|, mid fa for the 
others Then PiPz Pe ai'o jwints on his Tltinond Curve for Oa, or ai v-e 
may sayDEMAKD Poimb If ivo conld find demand imints In the mine manner 
for every possible quantity of tea wo shonld get the whole contlnucma enrve 
jDD' ns shown in the fignro 

1 GeomeincaHy it is reprpsenUiH hy raising bin demand curve, e- what 
comes to the same thing, moving it to the riglit, with larhaps some Ei->L£ia- 
tion of its shape, or in other words ]iy raising Ids dmiand schedtdp 

For some diBCnssion of tlie nses of the U nn Demand by lEEII and C-sirajs?, 
see Pn'nnpfea HL m L 
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§ 4 So far we have looked at the demand of a smgle 
Demand of a individual And in the particular case of such a 
thing as tea, the demand of a smgle person la 
fairly representative of the general demand of a wliole market . 
for the demand for tea is a constant one , and, since it can be 
purchased m small quantities, every \nnation in its pnce is 
likely to affect the amount which he will buy But eien 
among those things ulnch are m constant use, there are 
many foi which the demand on the part of any single in- 
dividual cannot i ary continuously with every small change in 
price, but can move only by great leaps Boi instance, a 
small fall m the pnce of hats or watches wnll not affect the 
action of e\ eryone, but it Mill induce a few persons, w ho were 
in doubt whether or not to get a new hat or a new watch, to 
decide m faioar of doing so 

In large markets, however, where nch and poor, old and 
young, men and v imen, persons of all vaneties of tastes, 
temperaments and occupations are mingled together, every 
a , owe*er slight, m the pnce of a commodity m general 
i^e, will, other things bemg equal, increase the total sales of 
It, just as an unhealthy autumn increases the mortahty of a 
large town, though many persons are uninjured by it. 

I^t us however return to the demand for tea. Thf 
ag^egate demand m the place is the sum of the demandf 

Some will be ncher and some 
pwrer than the individual consumer whose demand schedule 
ve haie just wnt^ down, some will have a greater and 

ttanbtr. ^ *'■“ >■“ -pi»“ 

asteadotoaepomd' ’ nullwn pounds of tea 


■ B.. d»™, Is ^ ^ 


me 
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CHAPTER IV. 

THE ELASTICITY OF WAHTS 

J 

§ 1. \ We lia\o seen that the only universal law as to a 
person’s desire for a commodity is that it dimi- 
nishes, other thmgs being equal, with every in- 
crease iii lus supply of that commodity^ Bu^this, 
diminution may be slow or rapid If it is slow the price that 
he 'Will give for the commodity will not fall much in conse- 
quence of a considerable increase in his supply of it, and a 
small fall in pnce will cause a comparatively large increase in 
his purchases. But if it is rapid, a small fall in price wiU 
cause only a very small increase in his purchases In the 
fomei case his ^vllhngness to pui chase the thing stretches 
itself out a gieat deal under the action of a small inducement 
the elasticity of Ins wants, we may say, is great In the 
latter case the extra inducement given by the fall m puce 
causes hardly any extension of his desire to purchase the 
elasticity of his demand is small If a faU in pnce from say 
16 J to 16cf per lb of tea would much increase his purchases, 
then a nse from 16fZ to 16d! would much dimmish them 
when the demand is elastic for a fall in pnce, it is elastic also 
for the opposite nse 

As with the demand -of one person so with that of a 
whole market And we may say generally — l^e elasticity 
of demand in a market is great or small accordmg as the 
amount demanded mcreases much or httle for a given fall 
m price, and diminishes much or httle for a given nse in 
pnce 

§2 The pnce which is so high relatively to the pooi man 

as to be almost prohibitive, may be scarcely felt 

by the nch, the poor man for mstance never different 
^ - J 1 incomes^ 

tastes -wine, but the very nch man may armK as 
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CHAPTER IV. 

THE ELASTICITY OF WANTS 

I 

§ 1 I We liave seen, that the only universal law as to a 
person’s desire for a commodity is that it dimi- 
nishes, other thmgs being equal, with every in- 
crease in his supply of that commodity^ But this 
diminution may be slow or rapid If it is slow the price that 
he” vnU give for the commodity aviII not fall much in conse- 
quence of a considerable mcrease in his supply of it, and a 
small fall in pnce will cause a comparatively large increase in 
his purchases. But if it is rapid, a small fall in price will 
cause only a very small increase in his purchases In the 
former case his wilhngness to purchase the thing stretches 
itself out a great deal under the action of a small inducement 
the elasticity of Ins wants, ive may say, is great In the 
latter case the extra inducement given by the fall in pnce 
causes hardly any extension of his desire to purchase the 
ehisticity of hia demand is small If a fall m pnce from say 
16d to 15c? per lb of tea would much increase his purchases, 
then a rise from 16c? to 16d! would much dimmish them 
when the demand is elastic for a fall in pnce, it is elastic also 
for the opposite nse 

As with the demand of one person so "svith that of a 
whole market And we may say generally — The elasticity 
oj demand in a market is great or small according as the 
amount demanded mcreases much or little for a given fall 
in pnce, and diminishes much or httle for a given nse in 
pnce 

^ ^ 3^ The pnce which is so high relatively to the poor man 

as to be almost prohibitive, may be scarcely felt 

hy the nch, the poor man for instance never different 

- j 1 incomes ^ 

tastes wme, but the very nch man may dniiic as 
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mucb of It as he has a fancy for, witliout giving himself a ' 
thought of its cost We shall therefore get the clearest notion 
of the lav of the elasticity of demand, hy considering one class 
of society at a tune Of course there are many degrees of 
nchnass among the nch, and of poverty among the poor , hut 
for the piesent we maj neglect these minor subdivisions 

When the price of a thing is ^e^y high relativelj to any 
class, they will buy but little of it , and m some cases custom 
and habit may pi event them from using it fiecly even after its 
pnee has fallen a good deal But such cases, though not 
infrequent, will not form the general rule, and anyhov as 
soon as it has been taken into common use, any considerable 
fall in its price null cause a gi-eat increase in the demand for 
it The elasticity of demand wall be great for high pnees, and 
great or at least considerable for medium prices, but it will 
decline as the price falls , and gradually fade an ay if the fall 
goes so far that satiety level is reached. 

The level at vhich ‘very high” pnees end and “Ingh” 
pnees begin, is of course dtfierent for different classes, and so 
IS the level at which “low" pnees end and “very low” prices 
begin Varieties in detail aiise from the fact that there are 
some commodities with vhich people are easily satiated, and 
others — chiefly tlunga used for ^splay — for which their desire 
is almost unlimited * 

^ S' There are some thmgs the current prices of winch 
Illustrations country are “ very low ” relatively even to 

the poorer classes , such are for instance salt, and 
many kmds of savours and fiav'ours, and also cheap medicines 


^ ^ ^ ^ elasticity m tlie aomima for tea, 

that total onUay is largest for pnees neither very high, nor 
^ pounds to be bonght at 50 pence, 4 at 10, 8 at 30, 
t 27 at 1!2, 80 at 9, 40 at 6, 50 at 3 , bo that 

for mSZ nL? S rT ^0 
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Tfc IS doubtful whether any fall in price would induce a consi- 
demble luciease m the consumption of these 

The cuirent prices of meat, milk and buttei, wool, tobacco, 
impoited fruits, and of ordinary medical attendance, are such 
that eierj"^ vanation m pnce makes a gieat change m the 
consumption of them by the woiking classes, and the lower 
half of the middle classes, but the nch would not much in- 
ci ease their ou n pei-sonal consumption of them howevei cheaply 
they nerc to bo had In othei words the dii ect demand for 
these commodities is yeiy elastic on the pai-t of the working 
and lower middle classes, though not on the part of the nch 
But the woiking class is so numeious that their consumption 
of such things as are well wnthin then leach is much gi eater 
than that of the nch , and therefoi'e the aggiegate demand for 
all things of the kind is veiy elastic A little irhile ago sugar 
belonged to tins gi’oup of commodities But its pnce m Eng- 
land has now fallen so fai as to be low' relatively even to the 
working classes, and the demand foi it is theiefoi'e not 
elastic 

The current prices of wall-fruit, of the better kmds of fish 
and other moderately expensn'e luxunes are such as to make 
the consumption of them by the middle class inciease much 
■snth ei ery faU in pnce , in other words the middle class de- 
mand for them is veiy elastic while the demands on the 
part of the nch and on the part of the workmg class is much 
less elastic, the former because it is aheady neaily satiated, 
the latter because the pnce is stiU too high 

The curi’ent pnces of such things as rare wines, fruit out 
of season, highly skiUed medical and legal assistance, are so 
lugh that there is but httle demand for them except fixim 
the nch but what demand there is has in most cases con- 
siderable elasticity And in fact much of the demand for 
the more expensive kinds of food is really a demand for the 
means of obtaining social distmction, and is almost in- 
satiable 
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§ 4 . Tne ca.‘-e q£ nccessanes is eicccptionnl 'V\’hen tin 
Demand fcr pnce of wheat is -ven high, aiul agnm vliert it 
neceisariei IS ^ery low, the demand has ven little elasticity 
at all events if we assume that wheat, even when pcarce, !« tl e 
cheapest food for man and that, caen when most plentiful, 
it IS not consumed in any other was t know th it a fall in 
the pnce of the quartern loaf from 6 d to Ad has Fcarctlj nn 
effect m increasing the coiiMinipt’on of brea«L ith nu-aird 
to the other end of the ••cale it is more dillictilt to speak avith 
ccrtaintj, because there has been nei approach to a 5 C.iTXitT in 
England since the repeal of the com laws But, aanibng our- 
selves of estimates made in a less happy tim't, wc may sup- 
pose that deficits in tlie hupplj of 1, 2 , 3, I, or 5 tenths would 
cause a nse in pnce of 3, 16, 2S, or 45 tentlis respectively 

Much greater v anations in pnees indeed than this have not 
been uncommon Thus wheat sold in Ijondon fo’- ten slnllings 
a bushel m 1335, hut in the following 5 car it sold for tt^n 
pence 

Tliere mi) be even more violent changes than this in the 
pnce of a thing which is not necessmy, if ji i<: pen 5 h''ble and 
the demand for it is inelastic thus fislj ma) l>o \ery dear one 
day, and sold for manure two or three dajs later. 

Water is one of the few things the consumption of wiiitli 
we are able to observe at ill prices from the very highe"! 
down to nothing at all At moderate pnees the demand for 
it IS very elastic. But the uses to which it can be put are 
capable of being completely filled and as its price sinks up- 
wards zero the demand for it loses its elasticity Xeariy the 
same may be said of salt. Its pnce in England is so lovs that 
the demand for it as an article of food is verj inelastic but 
in India the pnce is comparative!) high and the demand is 
comparativ ely elastia 

The pnce of house-room on the other hand lias never 
fallen very low except when n locahty ts bemg deserted by 
its inhabitants Where the condition of socie^ is health), 



THE ELASTICITY OF WANTS 


73 


and there is no check to general prosperity, there seems 
always to he an elastic demand foi house-room, on account 
both of the leal conveniences and the social distinction which 
it nffoitls The desire for those kinds of clothing which aie 
not used for the purpose of display, is satiable when their 
price is low the demand foi them has scarcely any elasticity 
g 5 "When trying to ascertain how the purchases of a 
commodity are affected by changes in its price, we causes that 
meet nith several difficulties We must take °t>sc«rethein- 

fluenceofpnce 

account of clmnges m the purchasing power of on demand 
money which aie a source of confusion in all statistics of 
prices And ve must allow for changes in fashion, and taste 
and habit, for the opening out of nev uses of a commodity, 
for the discovery oi unprovement or cheapening of other things 
that can be applied to the same uses av ith it 

And fui ther we must remember that time is required to 
enable a rise in the price of a commodity to exert its full 
influence on consumption Time is lequired for 

^ Slowness of 

consumei’s to become faimhar with substitutes the growth of 
that can he used instead of it, and perhaps for 
producei-s to get into the habit of producing them in sufficient 
quantities Time may be also wanted for the giowth of habits 
of familianty with the new commodities and the discovery of 
methods of econominng them 

For instance Avhen wood and chaicoal became dear in 
England, famihaiity with coal as a fuel grew sloAvly, fireplaces 
Avere but slowly adapted to its use, and an organized traffic in 
it did not spnng up quickly even to places to which it could 
be easily earned by AAater the invention of processes by 
AAhich it could be used as a substitute for chaicoal m manu- 
fnctuie went even more sloAvly, and is mdeed hardly yet com- 
plete. Agam, Avhen in lecent years the pnee of coal became 
Aery high, a gieat stimulus Avas given to the invention of 
economies in its use especially in the production of iron and 
steam, but feAV of these inventions bore much practical fruit 
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till after the high pnce linrl passeil a-aaj Again, 'iheri n. 
ne^^ hno of iramvajs or of suhmKan mihray<? i** opened, e\cn 
those Mho h\c ncai the hue do not get into the hnlnl of 
making the most of its a«isistance at once , and a gonfl deal 
moic time elapses before man} of those Mlioyo place.' of 
business aie near one end of the line change tburhorms <=0 
as to live near the olhoi end Again, Mhcn petroleum first 
became plentiful few people Avere reads to use it fn cl} , 
giadually petroleum and petroleum lamps haiobf come familiar 
to all classes of society too much influr nee n ould thei'cfore lie 
attributed to the full m pnce nlncli has occurreil since (hen, 
if it Mere credited with all the incrense of eoiisumplion' 

^ Tbo demand for tilings of ti biglicr qnnlUy dcircnds umcli on fcnsibility 
Bome people caro lillle for n refined flaronr in tbeir Avmo proTided tbev cou 
get plenty ol it otbers cmvc a bigii qnnbty, but nre easily gatinlrd J« the 
ordinary working class distnets tlio inferior and the luller Joints ntc sold at 
nearly tbe same pnce lint some well paid anisnus in the north of I.ngland 
liavo developed a liking for the best meat, and will pay for it nearly ns Idgli B. 
pnce 03 can bo got m the west end of London, where tbo pricci is kept nrti 
fioially high by the necessity of sending tlio inftnor joints nnay for sale else 
where Use also gives nso to acquired distastes ns well nn to acquired tnste“ 
Generally qicalung those things have tbo most clastio demand, which nre 
capable of being applied to many different uses ‘Water lor uislmico is necdi d 
first as food, then for cooking, then for wnslimg of vanonn kinds and so on 
"When there is no special drongbt, bnt water m sold by the pailfnl, tbe pnce 
may bo low enough to enable oven the poorer classes to drink as mntb of it os 
they arc inclined, while for cooking they sometimes use the same wafer tnico 
over, and they apply it very scantily in washing The middle classes will 
perhaps not uso any of it twice for cooldiig, bnt they will make a pail of 
water go a good deal further for washing piupcjos than if they bad an un 
bndted supply at command. When water is snppbed by pqies, and chargcil 
at a very low rate by meter, many people nso as ninch of it even for washing 
as they feel at all inclined to do, and when the water is suppbed not by 
mater but at a fixed annual charge , and Is laid on in o\ cry place where it is 
wanted, tbo nso of it for ei cry puipose is earned to the full satiety limit. 
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CHAPTER V. 

THE CHOICE BETWEEN DIFFERENT USES OF THE SAJIE 
THING imiEDIATE AND DEFERRED USES 

§ 1 The pnmitive housemfe finding that she hsbs a 
limited number of hanks of yam fiom the year’s 
shearing, considers all the domestic wants for of 

clothmg and tries to distribute the yam between tween different 
them in such a way as to contribute as much as 
possible to the family well-being She will think she has 
faded if, when it is done, she has reason to regiet that she 
did not apply more to making, say socks, and less to vests 
That would mean that she had miscalculated the pomts at 
which to suspend the makmg of socks and vests respectively , 
that she had gone too far in the case of vests, and not far 
enough m that of socks, and that theiefoie at the pomts at 
which she actually did stop, the utihty of yarn turned into 
socks was greater than that of yam turned mto vests But 
if, on the other hand, she hit on the right pomts to stop at, 
then she made just so many socks and vests that she got an 
equal amount of good out of the last bundle of yam that she 
apphed to socks, and the last she apphed to vests This illus- 
trates a general prmciple, which may be expressed thus — 

If a person has a thmg which he can put to several uses, 
he will distribute it between these uses m such a way that it 
has the same marginal utihty m all For if it had a greater 
margmal utihty m one use than another, he would gam by 
t akin g away some of it from the second use and applymg it to 
the finst 
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One great <hsii(l\ nntage of a pmmti'O economy, m vrlufli 
tliere is but bttlo free exdmngc, is tlmt a person inny eavily 
ba-^o so much of one thing, wiy nool, that, -wlion bo Ims 
apphwl It to every possible use, it-s marginal utility in each 
use IB lorn and at tbe Mime time be may have bo little of 
some other thing, say vood, that its inurgmal utility for him 
IB very high Mcan%\hilo Mime of his neighbours may m 
great need of uool, and Imvc more vood tban they can tum 
DifficuiUcBor account If each giies up that, 11)110)1 

barter has for him the lower utility and receivcii that 

which has the higher, each will gain hy the exchange Hut 
to make such an adjustment hj barter, w mild bo tedious and 
diflicult 

Tho dithculty of bartoi is indeed not so \ery giuat wlieii) 
there are hut a few simple commodities, each of winch can 1)0 
adapteil hy doinostic work to sovornl uses, the woa'ing I'jfo 
and tho spinster daughters adjusting right Ij the marginal 
utihties of the different uses of tho wtBil, while the hnshand 
and the sons do tho same for tho w o<xl 

§ 2 But when commodities liaio become very aumomus 
The need for highly specialized, thero is an urgent need 

money foj. money , or general purchasing 

power , for that alone can bo i]>phwl easily in an nnlimitril 
vanety of purchases ^\jid in a money -ecDnoroy , good ma- 
nagement IS shown by so adjusting the margins of Biispciise 
on each lino of expenditure that tho marginal utility’ of a 
shilhng’s worth of goods on each lino shall bo the same 

Thus foi instance the clerk who is in doubt whethei to 
nde to tow n, or to walk and ha\e somo little extiw indulgeiue 
at his lunch, is w’eighing against one another tho (raaiginul) 
utihties of two diffoiont modes of spending his money And 
A chief use of '"hen an experienced housekeeper urges oil a 
ac^ountt couple the importance of keeping accounts 

carefully, n chief motive of tho advice is that 
they may avoid spending impulsively a great deal of money on 
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fumiuinMUul nthot tlungn, for, though <;omc (iuantii> of these 
iv T-e iUv nmlfut, %\hon Iwught Itm-ihly, they do not gl^e 
ln«h (mtuguml) utilities in pi-oportiou to thoir cost And 
Avhcn the \uung pan loolc o\or their teal’s budget at the end 
u£ the y«'nr and linil peihaps that it is necessary to cuitail their 
o\]iendUm'e somowhen', thc\ conipaic the (marginal) utilities 
of dilTeront items, weighing the lo-s of utility that -would 
ix'suH from taking awnv a jKiund's oxpcnditui'c here, -with Jhat 
Mhich they uould Io«e In t iking it away thei-e thoj stnve 
to udjuPt their paiings down «o that the nggi-ogate loss of 
ntdiu may he as little as jais^dde 

^ d *lhe ditTennl use^s hetwcen which a commodity is 
tlf-tnljiued iiocil not all he present uses , some may be preserft 
and Some future A prudent peuou will endeavoui to dis- 
ti-ibute Ins moans between all tlieir se\eral uses 
piV'-eiit and futun in sueli a ^vn^ that they will ^“'ure'bcL'fUs 
bale m each the ‘cime marginal utility. But, m 
estimating the piescnt mirgmid utility of a dis- 
tant source of benelit to him, a twofold allowance must be 
niiule , firstly, for its unccitamlj *, and secondl), fol* the dif- 
fdvnec in the lalue to him of a distant as compared wuth a 
pie^eiit liencfit' 

If jKsiple regiuhsl future licnellts as equally desiiablo 


with similar and equal benefits at the present 

limo, they would pioli.ihly ciideasour to dis- fits are “dis- 


tiibuie their pleasures evenly throughout 


their 

difierent rates 


liiC' They would thcrefoie generally be willing bydifTcrent 
to giA e up a present pleasiu-o for the sake of an 
equal pleasure m Ibo future, pro\ idcsl they could bo cei-tnin of 
luiMne it But in fact human nature is so coustituted that 


in estimating the “present %-nlue” of a futuie benefit most 


^ Tills IS nn otyj-cOrc property wJncli nil well uifomied ptrsous would esti 
Mate l>i the «tuie way 

2 Tills is n fuhjctltrr property wliith different people would cstiinnte in 
diffen'iil wnva according to their iiidmdn.'vlcbamcterb, and tlieir circnuistances 
at the tune 
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people generally make a sfwad dedwi^oa from its futoro 
\alvie, m tlic form of ’what ae inn) call n “discounV 
increa-es mtli the p^rn .4 for ahith the ])l<-asure is d*ffrr*d* 
One ivill reckon a distant Wneht at u* arly tli” same -v nne 
which 11 would hme for him if it iT*’re pre-mt, while another 
who has U“^-^ power f'f rcalizun; the future, h-'-s patience w d 
M?lf-contn'l, will cart c<unparati\t*lY little for unj Iwiiofit that 
1= not near at hand 

Many fKaiplo den\o to tin the nn re feiding of o” m r-hip a 
stmiiger satisfaction than tint <lcn e Irom oohnary plrei^^urts 
m the narrow ir sense of the u m» for < \aniple, the dehght in 
the lyjsscs-ion <if land v lU oft« n induct j/eoph to f-ay for it ’■o 
high a pnec that u NuhU th'^m hut a \ery poor return on 
their in%estmtm There is a dehuht in ttwiu rdnp for its o 'Hi 
wike and there is a delight in ownerdiiji on account of the 
distinction it Melds, isirnftimis the latter is stronger than 
the former sometimes weaker and jicrhaps no otic knows 
hiins*li or other f«.ople well enough to l<>i able to draw thei 
line quite certainlj hetv'ccn the twn' 

I The rates at which different pcop'e di-^onnt the ln*nrt not edy 

their tendency to «aie, as Uie term iv onhnanly imdcrstood hat al<a thtnr 
teiidcncv to birr things which will bo a kxtinj^ eourco of p!( astire ralLcr tl an 
those which give a stronger bat more imnneat mioTment , to bur a Jirr* omt 
mOicr than to indttlge m a dnnking boat, or to c\.oo<o sitnpb fannlnrc that 
will wear wen rather than showr foniUnre that wiH ‘oo-i fall to ptocc- And 
funher, the same person will di coonl fntnrc ptca‘OTtJS at different ra'enj at 
different tunes, according to his mood 



79 


CHAPTER VL 

VALUE AND UTILITT 

§ 1 Wb may now turn to consider how far the price, 
which IS actually paid for a thing, represents the 
satisfaction that arises from its possession This 
IS a subject on which economic science has very 
little to say, but that little is of some importance 

We have already seen that the price which a person pays 
foi a tlimg, can never exceed, and seldom comes up to that 
which he would be willing to pay rather than go without 
it so that the gratification which he gets from its purchase 
generally exceeds that which he gives up in paymg away its 
price, and he thus derives from the purchase a suiplus of 
satisfaction. The excess of the price which he would be 
willing to pay rathei than go -without the thing, 
ovei that which he actually does pay, is the 
economic measure of thi^ surplus satisfaction 
It has some analogies to a rent, but is peihaps best called 
Consuiner’s Surjylits 

It is obvious that the Consumer’s Surpluses derived fiom 
some commodities are much greater than from others There 
are many comforts and luxuries of which the prices are very 
much below those which many people would pay rather than 
go entirely -without them , and which therefore afibid a very- 
great Consumer’s Surplus. Good instances are matches, salt, 
a penny newspaper, or a postage-stamp 

We are apt to underrate the benefits which we derive from 
the opportunities afforded to us by our surroundmgs, or, as 
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tdio Germans Kay, from the Co»j}i»rltnY of circumstances 
around us Wo take it for granted that ^^e can huy a 
newspaper wnth several thousand lutes of nows m it lor a 
pennj , and avo seldom consider that if wo would ]'ay (sftj) 
a shilling rather than ho doprned of our nov-spaiier, the 
opportunity of buying it for a jicnii) gues ns n surplus henrfit 
of eleven pence a daj 

*rhi8 notion is of great iniportance for the higher uoik of 
the economic student But it involves inanj dtthcultic=i, and 
lb apt to Ijc niisundcrstootl and nnsapphed h% the ln'ginnor ‘ 
and therefore, what htllc is said of it in ihu jtre^ent titiatise, 
may be relegated to Ajipendix B 

§ 2 Tlie notion itself m some mguc foim or other is con* 
slantly present with us Tins is another instance in which 
the dailj language of ordinary life, while suthcient for many 
practical purposes, is not quite ovacL and complet-0 ; so tliat 
on examination it is found to suggest more than ap|M*ars at 
iirst sight 

Thus, for instance, it is a common Bii\mg that .the leal 
\alue of things to us is not giuigtal hj the price we jmv fot 
them that, though we spend for mstanee much morn on tea 
than on salt, yet salt is of greater real e aluc to us , and that 
this would he olcarly seen, if wc were emtirelv 
sin^f^raon deptiveil of it This argument is hut thrown 
into precise form, avhtn it is said that w e cannot 
trust the marginal utility of a commodit) to indicate its total 
utihtj for, though it is true that, when a person spends 
sixpence on a quartei of a pound of tea insttad of on a stone 
of salt, he does so because he prefers the tea . j ot ho w oiild 
not prefer the tea if ho did not know that ho could easilj get 
whatever salt ho needed for his more urgent requirements 
Again, if the real value of anything were Ixung discus-icd 
With reference, not to a single individual, but to people in 
general, it would naturally ho assumed that a shilling's worth 
of gratification to one Englishman might ho taken as equua- 
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lent "With a shilling’s worth to another, “ to start with,” and 
“ until cause to the contrary were shown.” But 
every one would know that this was a reason- peopirm^'^'^^ 
able course only on the supposition that the con- 
sumers of tea and those of salt belonged to the same classes of 
people , and included people of every variety of temperament 
And if, instead of comparmg tea and salt, which are both 
used largely by all classes, we had compared either of them 
with champagne or pineapples, this assumption could not 
have been made even for a first rough guess In earher 
generations many statesmen, and even some economists, neg- 
lected to make adequate allowance for considerations of this 
class, especially when constructmg schemes of taxation , and 
their words or deeds seemed to imply a want of sympathy 
vidth the sufienngs of the poor , though more often they were 
due simply to want of thought 

On the whole however it happens that by far the greater 
number of the events -with which economics deals, afiect m 
about equal proportions all the different classes of society, so 
that if the money measures of the happmess caused by two 
events are equal, there is not m general any very great 
difference between the amounts of the happmess m the two 
cases And it is on account of this fact that the exact mea- 
surement of the Consumers’ Surplus in a market has already 
much theoretical mterest, and may become of high practical 
importance * 

§ 3 There is another need for caution when estimat- 
ing the dependence of well-bemg upon material Allowance for 
wealth Not only does a person’s happmess coiie^ve 
often depend more on his own physical, mental 
and moral health than on the external conditions of his AveU- 
bemg but even among these conditions many that are of 
chief importance for his real happmess are apt to be oimtted 
from an mventory of his wealth Some are free gifts of 
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imtuic, ami these might mdcetl lie ncgk-ctetl sMthout ga-at 
harm if tliej Nvcrc always the Fame for cverjlxxly hut lu fact 
they aarj much from place to place More of tljein however 
are elements of collective wealth which are often omitKal fwm 
the rtckomng of imlivnlnal wealth, Imt which hocoum uu 
porlnnt when we compart, thlTert nt parts of thf modern cm- 
h/ed world, and even more important when we totiijciro oiir 
ow n age with earlier times. 

All increase of income nearly always causes pleasure, 
hut tho now onjoynneuts which it provides often lo e quukly 
much of their charm Patllj tins js the result of fainihnritj , 
which makes people cc.isu to derive innch plcasun* fnmi ncctis- 
tomed comforts and lu\uni„s, though the\ Kiifi'er great p.nn 
from then loss Partly it is ilin> to the fact that with in- 
creased nehes there often conus cither llic wuvrmt ss of age, oi* 
at least an mcreast of nervous sinnn, and jierliajis luihits of 
Imng that lower jiliysical vitahlj and diminish the cajsac.ty 
for pleasure 

In every’ civilizisl c-ountry there have been sonic followciN 
V lu n 1 Buddhist doctrine that a jila* id si renit j is 

sure and rest, tlio higlicst idcnl of life . that it IS llic part of the 
wiho man to root out of his n iture ns innity wants 
and desires ns ho can , that real nehes consist not in tho 
abundance of goods but lu the paucity ot wants At the other 
extreme aic those who maiiit.nn that the growth of novr" 
wants and desires is always bonclicial because it stinmlat*”! 
people to increased exertions Tlicy seem to have made the 
mistake, ns ilr Herbert Spencer says, of supposing that life is 
for working, instead of w orknig for life 

Tlie tnitli seems to lie that ns human iiatmt) is rtJiuti- 
tuted, man nipidly clogenenilcs unless ]ie has some hard 
w’ork to do, some difTicultios to overcome, and that some 
Value of work ^I'cnuous oxcrtion IS neccisaiy for physical and 
fcHu own moral health The fulness of life lies in the de- 
velopment and nctinty of as many and as high 
acuities ns possible Theie is intense plcnsuic in the ardent 
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pumiit of !>m nini, whellior it ho ‘success in business, tho 
nd\nncemejit of ait and j-piente, or tbo iinpi-ovcment of tho 
ctnuluioii of one’s felloM -boings TJio liigliest constnictnc 
ork of all kinds often nltonmto betM con pencals of oa ei- 
‘‘tmin and periods of lassitude and stagnation , but for oixlmary 
peojdc, for those avIio }m\ e no strong ambitions, whethei of a 
lowet 01 a Inghcr kuid, a moderate income aimed by moderate 
and fairU steady Mork odors the best opportunity foi tbo 
growth of those habits of IhxIj, mind and spint in which alone 
there is line happme-^s 

Tliore is some misuse of wealth in all ninks of society 
And though ‘^peaking generally, wc may Miy that e^ely 
incmise in the income of the voiking classes adds to tho 
fulness and nobihti, of human life, because it is used chiefly 
in the sati'^faciion of real wants, Act even among tho artisans 
in England, and perhaps still more in new countries, thcic 
are ‘•Igns of the gniwth of that unwholesome dasire for wealth 
as a means of displa} which lias Ijcen the chief bane of tlio 
well-tcKlo classes m cieiw' cnihzed countr} Laws against 
luxuiy lini e boon futile, but it w'ould bo a gam 
if the mond sontnneut. of the communiti could 
induce }am]do to aioid all sorts of display of 
indiMdunl wealth There are indeed true and worthy ple.i- 
sures to 1)0 got fnnn wisolj ordci-cd magndicence but tliey 
are at their lacst when fi-oe fixim any Uint of personal \anity 
on the one side, end onew on tho other, as they are when 
they ceniiti itmnd public buildings, public parks, pubbe col- 
lections of the fine arts, and public games and amusements 
ji?o long a-s w’oaltli is applied to proA ido for e\ ery family the 
necessnnes of life and culture, and an abundance of the 
Inghei fonns of enjoyment foi coUectne use, so long the 
jiursint of wealth is a noble aim, and tho pleasuies Avliich it 
bnngs are likely to increase with the gioActh of those highei 
ncimties a\ Inch it is used to promote 

■\Vhontlio necessancb of life are once piocided, eveiyone 

6—2 
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pliould Beck to increnso the kcaut) oC in Inn jMrv«eKst^ni 

mtlier than their number or thmr nia''mficenei' An im- 
provomont lu the artistic <hamcl'’r n£ fnmituro niid Uothing 
tiums the lughci facultien of tho'-e nho tnako thoin, nnil jh « 
source of growing happiness to those who hho them 3hii if 
insteiul of seeking for a iiigher stanilnnl of heaut\, v.e spi'iirl 
our groMing resources on increasing the complexity and intri' 
cacy of our domestic gixKls, a\e gam therein no true WneiU, 
no lasting happiness Tlio world would gt> mucli Ix-tter jf 
cierjono would bu) fewer and simpler things, nnd would 
take trouble in selecting them for then ml lieauty, lieing 
careful of course to get good aaluc m rotum for Ida miUna, 
but prefomng to buj a few things mmle w ell hj highly paid 
labour rather than many made bidh In' low paid lalvmr 
But we are exceeding the jiroper scope of the present Book 
the discussion of the luflucnco on general w ell-lieing w Inch i'* 
exerted by the mode in which eacli indmdual spends liH 
income is one of the more imporlaut of those njiiilication*? of 
economic science to the art of Imng A\hich wall find tbeir 
place at the end of the Treatise 
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BOOK IV. 

T3I13 AGENTS OE PRODUCTION. 

LAN]), LABOUR, CAPITAL AND ORGANIZATION. 

CHiVPTER L 

INl’KODUCTORY. 

§ 1- Tj*l ngcnfs of prwluction aio commonly classed ns 
I.ajKl, Lilyjtir and Capital 

'‘Land” IS meant not merely laud m the stnct sense 
of tlie ^lord, but (bo vliolo of the matcnal and tbe foices 
avliicb Nature *;i\es frcelj for man’s nul, m land and watei, 
in air and light, and heat* "Land” is, m a chapters n, 
certain sense, a fixed quantity, and we shall 
ha^e to examine the causes which limit its yield of produce 
to the lalwur and capital applied to it 

The amount of labom available for any Mork depends 
partly upon the number of jieople able and ready to do the 
%%nik, and partly on then xnllingncss to exeit 
themselves, and these are very elastic quantities 
shall see how the> am affected by the ^vnges, 
oi other reivard axailublo for the work how high wages 
enable parents to bnng up a large proportion of their childien 
to full age, x\cU nourished in mind and body And we shall 
gradually inquue (for the question can only bo opened out 

1 6eo below, p 87 
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Chapter VIII 


m the present Book) hovr children and adults drift from 
occupations that hold out small attractions to others that 
are not more difficult and hold out greater 

We shall look at the groirth o£ "wealth, vhich "when con- 
sidered as an agent of production, is called 
Capital’ We shall see how it is affected by 
that “ balancmg of future benehts against present " , which 
has already been noticed* as controlhng people’s willingness 
to forego immediate pleasure and to piovide machinery, 
buildings, ships, railways, and to make labour more efficient 
in the future 

Then we shall make some study of division of labour and 
industrial organization generally, and mquire 
XIII they increase the efficiency of labour 

Thus we shall prepare the nay for an inquiry 
into the causes that govern the Supply price of anything For 
Suppi> Pnee pnce, required to attract purchasers for 

any given amount of a commodity, was called 
the Demand price for that amoimt, so the pnce required to 
call foith the exertion necessary for producing any given 
amount of a commodity, may be called the Supply price for 
Books III and labour In Book Y, we shall add up the 
^ok°v'^^^° ^’’Pply pnces of all the different things needed 
^ make a commodity, and call the sum of them 
the supply price of that commodity Then we shall set 
against this the corresponding demand pnce for it, and 
shall see how the relations beWeen the tivo govern value 

’Seonbovep49 aseepTT 


we 
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CHAPTER II. 

Tlth FEHTILrrr of LiUTD 

1 Tirr ngont'. of production, other tlmn labour, aie 
described ns land and CJipital those inaterml 
things vhkh owe their xisefulncss to human 
InliCfUi Wing classcfl under capital, and those winch owe 
iiotlnng to it Wing classed ns land The distinction is ob- 
xriousU a loose one for bricks aro but pieces of earth slightly 
Moiked up, and the sod of old settled countries has for the 
greater jwrt lieen worked over many times tiiid owes 

to him its present forrm There is however a scientific prin- 
ciple underlying the distinction AVhilo man has no powei 
of creating matter, he creates utilities by putting things into 
a useful form*, aud the utilities made by bun can be in- 
creastyi in Ripply j£ there is an increased demand foi them 
ihcyhnxe a supjd) ))nce. But there aro othei utilities over 
the supph of ivliich he has no control , thej are given as a 
fixed quantity by nature and have therefore no supply price 
Tlie term "land" has Wen extended by economists so as to 
include the permanent sources of these utilities* , xvhether they 
are found m land, ns Iho term is commonly used, or in seas 
and rivers, in sunshine and min, in xviiids aud watei falls 

^Vhen wo Jiaao inquired what it is that marks off land 
from those niatenal things winch we regard as products 

> S^ee BiK)k u Clmpfcr m 

- In Rictmlo'e fnniouH phrase “tlio original and inilestrnctlble powers of 
Iho soil ” 
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of tho land, (wo M find thatthoJandnmen(nLattu'j4-'A.< 
land IS Its extension ' The rTght to use a certain ar< a of the 
earth’s surface is a pnnuiry condition of im> thing tliat nian 
can do, it gives him room for his own actions, with the 
enjoyment of the heat and the light, tho air and the nun 
which nature assigns to that area, and it detemiiiics his 
distance fioni, and in a gieat measure his relations to, other 
things and other persons. 

Some parts of tho earth’s surface contribute to production 
chiefly by the seinces which thoj renrler to the imMgator: 
others are chiefly of value to tho miner , others — though tins 
selection is made by man rather than by n iture — to the 
builder But when the productn cncss of land is spohon of 
our first thoughts turn to its agnciiltuml use 

^2 To the agriculturist an area of laud is the means of 
supporting a certain amount of icgelahle, and jiorhaps ulti- 
mately of ammal life He can by sufiicicnt labour 
^aiterin^the make almost any land bear huge crops 3Io can 
theiiro'n"”^ prepare tho soil ineclmmcallj and chemically’ for 
whateier crops ho intends to groAi no\t^ He 
can adapt Ins crops to tho natui-o of tho soil and to one 
another, selecting such a rotation that cich will lca^e tho 
land in sucli a state, and at such a time of ycai, tliat it can lie 
worked up easily and ivithout loss of time into a suitable seed 
bed for the coming crop Ho can oicn permanently alter 
the nature of the soil by draining it, or by mixing with it 
other soil that wnll supplement its deficiencies' 

1 Meclianically, Oio soil intist bo bo far yicldiiiR that Uic flue roots of plants 
can pnsb their way freely in it , and yet it must be firm enongli to give them n 
good hold. The action of fresh atr and water and of frosts are nalnro's tillage 
of tho soil, hnt innu gives great aid in this mechanical prepnmliou of tlio soil 
Tho chief purpose of his tillage is to cuahic tho soil to liold plant roots gently 
but firmly, and to cuablo the air and water to mo^o about freely in it Even 
when he nmnnres tho ground ho has this mechanical preparation in view 
For farmyard manure benefits clay soils bj subdividing them and mailing 
them hghter and mmo open, no loss than by ennebing them chemically, while 
to sandy soils it gives a much needed firmness of toxlnro, and helps them, 
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The grcatei part of the soil la old countnes owes much of 
its character to human action , all that lies just below the 
surface has in it a large element of capital, the produce of 
man’s post laboui the mlierent properties of the soil, the free 
gifts of nature, have been largely modified , partly robbed and 
partly added to by the work of many geneiations of men 
But at IS chflerent -with that which is above the surface 
Eveiy acre has given to it by nature an annual income of 
heat and light, of air and moisture , and over these man has 
but little contiol He may indeed altei the climate a httle 
by extensn e drainage works or by planting forests, or cuttmg 
them doun. But, on the whole, the action of the sun and 
the vind and the ram are an annuity fixed by natuie for each 
plot of land. Owncrslup of the land gives possession of this 
annuity . and it also gives the space required for the hfe and 
action of vegetables and ammals , the value of this space 
being mucli affected by its geographical position 

"Wc may tlion contmue to use the ordinal y distmction 
between the origmal or inherent piopeities, original and 
which the land derives from nature, and the artificial pro- 
aitificial properties which it owes to human 
action, provided we remeinbei that the fiist include the 
space-relations of the plot in question, and the annuity that 
nature has given it of sunhght and air and ram , and that in 
many cases these are the chief of the inherent pioperties of 
the soil It is > chiefly f i om them that the ownerehip of 
agiicultural land deii\es its peculiar significance, and the 
theory of its rent a special chai’acter But the question how 
far the fertility of any soil is due to the ongmal properties 
given to it by nature, and how far to the changes in it made 

mechanically as ivell as chemically, to hold the materials of plant food which 
would otherwise ho qnicWy washed out of them 

Chemically the soil must have the inorganic elements that the phmt wants 
m a form palntnhle to it, and sometimes man can turn a barren into a very 
fertile sod by adding a small quantity of just those things that are needed 
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by man, cannot be fully discussed without taking account oi 
the kmd of produce raised from it 

Tor human agency can do much more to promote the 
growth of some crops than of others At one end of the 
scale are forest trees, an oak well planted and with plenty 
of room has very little to gam from man's aid there is no 
w aj of applying labour to it so as to obtain any considerable 
return , and nearly the same may be said of the grass on some 
rich mer bottoms which are endowed with a nch soil and 
good natural diainage Next comes land which, though not 
quite so nch, is still kept in permanent pasture , and after 
this comes arable land on which man does not trust to nature’s 
sowing, but prepares for each crop a seed lied to suit its 
special wants Ijastly, the kmds of produce which owe most 
to man s labour and care are the choicer kinds of fnuts, 
flowers and vegetables, and of animals, particularly those 
which are used for improving their own breeds For while 
nature left to herself would select those that are bast able 
to take care of themselves and their oflfsprmg, man selects 
those whicli will provide him most quickly with the largest 
supplies of the things he most wants, and many of the 

choicest products could not hold their own at all without 
his care 


Qrhus various tlien are the parts w hich man play s in aiding 
nature to raise the different lands of agncultuml produce 
In each case he works on till the extra relnm got by extra 
capital and labour has so far dimznM that it vrill no 
longer remunemte him for applying them . Where this limit 
13 soon reached he leaves nature to do nearly all the work 
where his share in the production has been great, it is 
^ause he has been able to work far without reaching this 
hunt We are thus brought to consider the law of dimin^hmg 
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CHAPTER III 

THE FERTILITY OF LAND, CONTINUED THE LAW OF 
DIMINISHING RETURN 

§ 1. The Imo of (or statement of tendency to) dimimshing 
leturyi as applied to land is — 
f An increase in the capital and labour applied in the cul- 
tivation of laud causes ?n general a less than 
propoitionate increase in the amount of pioduce diminishing 
raised 

Ti'e leain from history and by observation that every 
agriculturist in every age and clime desires to Iiave the use 
of a good deal of" land , and that when he cannot get it 
freely, he will pay for it, if he has the means If he thought 
that he would get as good i esults by applying all his capital 
and laboui to a very small piece, he w ould not pay for any 
but a very small piece 

\'^Wliea land that requires no clearmg is to be had for 
nothing, every one uses just that quantity which he thinks 
wdl give his capital and labour the largest return His 
cultii ation IS “extensive,” not “intensive” He does not aim 
at getting many bushels of corn from each acre , he tiies to 
get as large a total crop as possible with a given It is based on 
expenditure of seed and labour , and therefoie 
he sows as many acres as he can manage to bring 
undei a bght cultivation Of course he may go too fai he 
may spread his wmrk over so laige an area that he wo 
gam by concentrating his capital and laboui on a sma er 
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space, and undoi these circumetanccs }f ho could get coin- 
mnnd ovei more capitiil and lalwur so as to apply moie to 
eacli acre, tho land %\ould gi\o lam an Jncnaaintf iMuru, 
that 18 , an o\tni retina largot m proiKtrtion than it gives to 
his present e\p(«ndituie lint i£ lie li.is made las csilcul.itions 
iightlj, lie 18 using jii^t so mudi ground as ml! gho hmi the 
Ingliest i-etuni, and lie nould lo'^c hy concent mt mg las capital 
and labour on a smallei area Tf lie had coininand o\ or iiioio 


capital and lalioui and neio to apply inni'e to his pix'St'iit 
land, ho Mould gam less than ho would by tnkmg up nioi'C 
land , ho would get a DivnntKhtvff Jfctnrn, that is, on CKtra 
return smaller m proportion than ho gets foi the last ajiplica- 
tioiis of capital and lalmiir that ho now makes, p^o^^ded of 
course that there is meanwhile no pcKojitible anpro>emeut 
in Ins agncultuml skill ^Vs his sons grow up they will have 
more capitid and labour to applj to land, and m order to avoid 
obtaiiung a Unumishmg Return, thej will want to cultivate 
more land But poihaps !>}' this tune dl the ncighlxiunng 
land ih alread} taken up, and m oi-der U» get iiioit) thej must 

uy it oi paj a rent foi tho use of it, or miginto whore they 
can get it for nothing 


Tins tendency to a Dimimshing Retuin was tho cause of 
ra lam s parting from Lot, and of most of the migrations 

Its relation to ^ lnstoiy tells And wherever tho right 

miErations cuitisato land is much in i-cquest, we nny bo 

f o to iv Dnmnishing Return 

fjirto opemtion 'Wcie it not foi this tondenev every 
f n ler could ^ve nearlj tl.o whole of Ins rent by giving up 
all but a small piece of his land, and bestowing nU his capital 

omlrt 1 ^ save us good a return in 

wiat ot tlie httle plot that he retained 
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It may be conceded that the ambition of farmers often 
leads them to take more land than they can properly manage 
But Avhen m e say that a farmer would sram bv 

- 1 Its relation to 

appljung Ins capital and labour to a smallei aiea, modem 

A\o do not necessarily mean that he would get 
a larger gross produce , we may mean only that the saving 
in i-ciit would more than countei -balance any probable dimi- 
nution of the total returns that he got from the land If a 
fanner pays a fourth of his produce as rent, he would gain 
by concentrating his capital and labour on less land, provided 
the extra capital and labour apphed to each acre gave any- 
thing more than thiee-fourths as good a return m proportion 
as he got from Ins earlier expendituie 

Again, it may be granted that much land, even m a 
countiy as advanced as England, is so unskilfully cultivated 
that it could bo made to give more than double its present 
gross produce if tivice the present capital and labour were 
applied to It skilfully Veiy likely those are right who 
maintain that if all English farmers were as able, ivise and 
energetic as the best are, they might profitably apply twice 
the capital and labour that is now apphed Assuming rent 
to be one fourth of the present produce, they might get seven 
hundredweight of produce for every four that they now get 
it os conceivable that with still more improved methods they 
might get eight hundredweight, or even more But this does 
not prove that, as things are, further capital and laboui 
could obtain from land an Increasmg Return The fact 
remains that, taking farmers as they are, ivith the skill and 
energy which they actually have, we find as the rosult of 
universal observation tbat there is not open to them a short 
road to nches by giving up a great part of their land, by 
concentrating all their capital and lahoui on the remaindei, 
and saving for them own pockets the lent of all hut that 
remainder The reason why they cannot do this is told in 
the Law of Diminishing Return- 
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It IS iiapoitniit to raincinbpr that the Jitniin to capita! 

nnfl liiboui ot avlntli tlio I>ia\ '^prahs, mwtMued 
SL b\ the amount of the pralucc taisctl ludepi ndenlty 

amount of the changcs that may meanwhile* take plate in > 

^ the pnee f)f produce , such, for instance, a*^ might 

occur if a new ituKvai had been made in tlie iieighiKiurhood, 

<ir a new town jiopulation had grown up clo’-e hji Pucli 
changes will be of \ntal imp(*rtnnce when see come to draw 
inferences from the Law ot Dmunishing Itetum, and pir- 
ticulailj wlien wc discn'^s the prc-‘-«urc of increasing popuhitiou 
on the means of subsistence But the\ ha\o no beanng on 
the Law Itself, bcc-iuso that Ins to do not wnth the a nine of 
the produce iniscd, but onl> sviih its amount 

IVc uvaj now fonmilate the hmitatinns which wer** i.n 
phed under the wonb '*m goneraP m our jiroMsionnl state- 
ment of the Law The Law is a ''latement of a tendency 
whidi maa indeed be held in check for a time b^ impruae- 
inents in the arts of jawlnction and hy the iiiful course of the 
deiclopraent of the full jiowers of the soil but ^vhlch must 
ulnmatelv become irresis-tible it the demand foi pnxlnw 
should increase wnrhout limit Our fiiml statement of the 
L.W muj then be dmded into two parts, thus — 

Firstly, although an impro\empnt in the arts of agm'ul- 

Finaisme- rctum whicli land genordl) 

mentofthe afioixls to nn\ "i\en amount of c.ii)’tal and 
L»&v. 1 ^ 1 ^ 

lalmur, and although the capital and labour 
already applied to any piece of land may liate been so in- 
adequate for the development of its full power-, that souie 
fuither expenditure on it e\cn with tins existing arts of 
agriculture would gii e a more than proportionate return , 
yet these conditions are rare m an old counti^ ■ and, cxcejit 
when the} ere present, the application of increased capital! 
and laboui to land will add a less than proportionate amount 
to the produce raised, unless there be meanwhile an increase 
in the skill of the individual cultivator Secondly, whateier 
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mny be the fiitui-e developments of the arts of agnculture, a 
continued increase in the application of capital and labour to 
land must ultimately result in a diminution of the extra 
produce which can bo obtained by a given extra amount of 
capital and laboui 

§ 2 flaking use of a term suggested by James iliU, we 
may regaixl the capital and labour applied to * „ 

I t i« 1 1 ^ Dose of 

land as consisting of equal successive Doses^ As capital and 
Me have seen, the return to the first few doses 
mny perhaps be small and a greater number of doses may get 
a larger proportionate return , the return to successive doses 
ma.y ei'on in exceptional cases alternately rise and fall But 
our law states that sooner oi later (it being always supposed 
that there is meanwhile no change in the arts of cultiva- 
tion) a point Mill bo i cached after which any furthei dose 
Mill obtam a less proportionate return than the preceding 
doses 

The dose vliich only just remunerates the cultivator may 
be {-aid to be the marginal dose, and the return 
to it the marginal rcluriu If there happens to 
be in the neighbourhood land that is cultivated 
but only just pays its expenses, and so gives no 
suiplus for lent, M'e may suppose this dose applied to it 
W'e can then say that the dose applied to it is applied to 
land on the margin of cultivatxon, and this way of speaking 
has the advantage of simplicity But it is not necessaiy 
for the aigument to suppose that there is any sucli land 
Mhat we want to fix our minds on is the return to the 
mnrgmal dose, -whether it happens to be apphed to poor 
land oi to iich does not matter, all that is necessaiy is that it 

1 Tlic plirase a Dose of Capital and LaJboxir may bo taken provisionally to 
moan £1 of ontlny tlistnbnted according to tbe exigencies of the case between 
Ibe hire of labour, tbe payment for the use and the -wear and tear of capital, 
and lastly for management Some difiicnlties connected -ivitb tbe pbrase axe 
discussed iii a Note at tbe end of Pnnctples, TV m. 
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should bo tho last doso anIucIi can profitably be njiplicd to that 
land' 

"When ysc speak of the marginal, or the “Jast“ do^o apphotl 
to tho land, y\o do not mean the lasfc jn time, ve 
dose "ot^'ne- iHcan that dose -alucli is on the margin of pro- 
fast fitable c\ponditui-e, that js, y\lnch is applied so 
as just to give tho ordinarj n*tunis to the capital 
and labom of tho cultiMitor, yyithout afTnitling any surplus 
To take a concrete instance, yvo maj supjHisc a farmer to be 
thinking of sending tho boors oyci a field once more, and 
after a little hesitation he decides that it is yvorth his yyliilo, 
but only just uorth his while to do it The dose of capital 
and labour spent on doing it, is then the last dose in our 
piesent sense, though there are many doses still to lx; applied 
111 reaping tho crop Of courKO tho return to this last dose 
cannot he separated from tho others but yy o asenbo to it all 
that part of tho produce yvlnch we bchoye would not haio 
been produced if tho farmer had decided against tho extra 
hoeing bmee the return to tho marginal dose (it docs not 
matter whether the dose is applied to poor land or nch) 
Surplus Pro just remunerates the cultivator, it folloyy s that he 
wull bo lust remunemted for tho whole of his 
^pitn ^d labour by as many times tho marginal ref um ns he 
las app e doses m all "V^niateyer ho gets in excess of this 

r ^ -Produce of the land This surplus is retnmed 

by tho cultiyator if ho owns tho land lumself * 


Thosr^raonts he did not craplinsire it enough 

tion to plnccs whoro nil tluffnlf?*' mippoxcd tlmt it lins no applicn 

otsM the nature of h.s 

It Vcertn.ra™tw" m"^l, I'*' «h«cd from 
oxpendeil on it a capital of £61 " Ti " would he raised if tlioro were 
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(This Sui-plus Ti-oduce may, under certain conditions, 
become the rent Avhich the owner of the land can its relation to 
exact fixim the tenant for its use But, as we 
shall see hereafter, the full rent of a fann in an old country 
IS made up of three elements the first being due to the value 
of the soil as it was made by Nature, the second to improve- 
ments made in it by man, and the third, which is often the 
most important of all, to the growth of a dense and nch 
population, and to facihties of commumcation by public roads, 
railroads, die ) 

In an old country it is seldom possible to discover wliat 
was the original state of the land before it was first culti- 
vated The results of some of man’s woik are for good and 
evil jSxed in the land, they cannot be distinguished from the 
results of nature’s work, but must be counted Avith them 
Tlie hue of division between nature’s woik and man’s work is 
blurred, and must be drawn moie oi less arbitranly But 
foi most purposes it is best to regaid the fimt difficulties of 
copmg Avith natuie as pretty well conquered befoie we begin 
to reckon the farmei-’s cultivation. Tlius the returns that we 



fiented in order by successive equal dinsions of the 
line OD Let there no'u' be dm vmfiom the division 
of this line representing the fifty -first dose 21, a line 
21P at right angles to OD, in tluckness equal to the 
length of one of the divisions, and such that its 
length represents the amount of the produce due to 
the fifty first dose Suppose this done for each 
separate division up to tliat corresponding to the 
last dose which it is found profitable to put on the 
land Let this last dose be the 110th at D, and i) C the corresponding jeturn 
that only pist remunemtes the farmei The extremities of sucJi lines mil he 
on a curve APO The gross produce will be represented by the sum of these 
hues i e smee the thickness of each hne is equal to the length of the division 
on which it stands, by the area ODGA Let CGJI be diawn parallel to DO 
cuttmg PM in Q-, then 2IG is equal to OD , and since DC just remunemtes 
the farmer for one dose, MG mU just remunerate him foi another and so for 
aU the portions of the tluck vertical hnes cut off between OD and HO There 
fore the sum of these, that is, the area ODCH, represents the share mae 
produce that is required to remunerate him, while the remamder, AHGCPA, 
4s the Surplus Produce, which under certam conditions becomes the rent 

M ^ 
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covmt as due to the first doses of capital aud labour are 
generally the largest of all, and the tendency of the I'etum to 
dimmish shows itself at once Having English agriculture 
chiefly m new, we may fairl} take, as Ricardo did, tins as the 
typical case* 

§ 3 There is no absolute measure of the nclmess or 
Order of rela- ^®rtility of land Even if there bo no change ui' 

tive fe^uty the arts of production, a mere increase in the 

may change i j i , , 

with circum- clemanci 101 produce may ini ert the order in 

stances. which two adjacent pieces of land rank ns re- 
gards fertility The one vliich giies the smaller produce, 
when both are uncultivated, or when the cultivation of both 
IS equally shght, may nse above the other and lustly rank 
as the more fertile when both are cultivated "with equal 
thoroughness In other v ords, many of those lands which are 
the least fertile when cultiv ation is merely extensive, become 
among tlie most fertile when cultivation is intensive 

It has been veil said that as the strength of a chain is 
that of Its weakest link, so fertility is hmited by that element 
m which it IS most deficient Those who are in a huny, will 
reject a chain which has one or two very weak links, however 
8^ng the rest may he, and prefer to it a much slighter 
Cham that has no flaw But if there is heavy work to be 
done, and they have time to make repairs, they will set the 
larger cW in order, and then its strength will exceed that 
0 e o er n this we find the explanation of much that 
is apparently strange in agricultural history 

The first s^leis m a new country generally avoid land 
Pcyourite does not lend itself to immediate culti- 

Houy^of^ny nation. They are often repeUed by the veiy 

tube of ^ “fitural vegetation, if it happens 

a ey do not want Tliey do not care to 

rojjard tw dottM line BA^ for BA and 

In Enghsli agnculture return to capital and lal>onr applied 
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plORgh liuid that is at all llea^y, ho^\evel nch it might 
become if thoi-oughly orkecl They -will have nothmg to do 
with vntei -logged land They generally select hght land 
'vvlncli can easily be ^vorked AMth a double plough, and then 
they "^OAv then seed broadly, so that the plants Avhen they 
groAV up may have plent-^ of light and an, and may collect 
then food from a A\*ide ai-ea 

"We cannot then call one piece of land moie fertile than 
another till A\e knoAv something about the skill ^ , 

and enterpiiso of its cultiA-ators, and the amount lativeto place 
of capital and labour at their disposal , and till 
AA e knoAv A\ hethei the demand foi produce is such as to make 
intensiAO cultivation profitable Ainth the resouices at their 
disposal If it IS, those lands aviII be the most fertile which 
giA’e the highest average returns to a large expenditure of 
capital and laboui , but if not, those aviU bo the most fertile 
A\*hich giA'e the best returns to the firet few doses The term 
fertility has no meamng except Ainth leference to the special 
ciicumstanccs of a particular tune and place 

§ 4 But further, the older of fertilit}' of difierent soils is 
hable to be changed by changes in the methods of cultivation 
and III the relatiA-e A'aluos of diifeient crops Thus Avhen at 
the end of last century Sir Coke showed how to grow wheat 
AveU on light soils by preparing the way with clovei, they rose 
relatively to clay soils , and now though they are stiU some- 
tmies called from old custom “poor,” some of them have a 
lughei value, and are ready more fertile, than much of the 
land that used to be carefully cultivated Avhile many of the 
light soils Avere left m a state of natuie 


As there is no absolute standaid foi fertilit}, so there is 
none of good cultivation The best cultiA-ation 
in the nchest parts of the Channel Islands, foi tion a relative 
instance, involves a laAush expenditure of capital 
and labour on each acre for they aie neai good maikets and 
have a monopoly of an equable and eaily climate If left to 

7—2 
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nature, tlio land -vnouIcI not be %ery fertile, for, though xt has 
many vii-tues, it hns two m eak link*, (being deficient in pho*;- 
pbonc acid and potash) But partlj lis the aid of the abund- 
ant seaweed on its shoi-es, these links cm 1)C sireugthone<!, 
and the chain thus liecoines except lonally strong Intense, or 
us It IS oithnimly called in England ‘'goiKl” cultiiation, tMll 
thus raise .£100 worth of carlj potatoes fiom n sintrle acre 
But an equal expenditure per ntro h^ the farmer in ^\ extern 
Anienca would rum him rclati\el\ t/» Ins tucunisUinces it 
w’ould not be good, but laid tiikisation' 

^ ') The statement of the T-nw- of Bimmislung Kctuin by 
Ricardo and other English e<xjnomists in the carliei half of 
tins contur), was inexactly wordeil They stated that the 
tirst settleis m a new counlrj’ nnanabh chose tlio_m|»^t 
lamTsT'amPthat ns population men iscd, poorer and jioorcr 
soils w'ero gradually brought under cuUi\atinn, sppukmg 
lessly as though there wcic an nhsolutc standard of fertihtj 
But as wo ha\c ali-cadj setn, whero land is free, oterj'ono 
chooses that whitli is bast adapted for his own purpose, and 
that which will give him, nil tilings ctiusidei-ed, the bast return 
for Ins capital and Inlwur He looks out, therefore, foi land 
th.at can be cultnnted at once, and passes bv land that has 
any weak links m the chain of its elements of fertility, how- 
eser stroig it m.iy be m some oilier links But liesides 
havmg to avoid nialanu, lie must tlimk of his comnnmic-ation 
with Ins markets and the btipo of Ins ixtsources , and m some 
cases the need for security against the attacks of enemies imd 
wild beasts outweighs all othei considorations It is tlieroforo 
not to be expected that the lands which were hi'sfc cliosen, 
should turn out alwaj s to be those winch ultimately como to 
be regarded os the most fertila 


1 Tlie changes in the rcIaUie fertflilfcs of different tamls of land, which 
result from changes in the arts of production anil the general economic cowh- 
Uon d tho people are examined n good deal more follv and with tlio md «I 
graphic iHastrabona in FniicipUt, IV ni 3, 4 
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Tlio isolated fanner suflers many hardships, whicli dimmish 
ns a village grows up near him , and w hen that expands into 
a large industrial centre, his gam is much greater All his 
produce vill be north more, some things winch he used to 
throw an ay will fetch a good pnce He will find new 
openings in dairy farming and luaiket gardening , and with a 
larger range of piodiico he "will make use of rotations that 
keep Ins land alwajs active without denudmg it of nny of the 
elements that are necessary foi its feitility But here ne are 
passing away from the causes nlnch detenmne the amount of 
a farmei’s produce, to those nhich determine its exchange 
%aluo in terms of the things oflered for it hy tlie neighhouring 
industrial population Wo are passing away froin the explan- 
ation of the law of diramishxng letuin and beginmng to 
study its applications 

Even when cultnation has reached a stage aftei which 
each saccessive dose applied to a field would get a less amount 
of I'etum than the preceding dose, it may he possible for an 
increase in tlie population to cause a more than propoitional 
increase in the means of subsistence derived from it The 
evil day is indeed only deferred but it is deferied The 
growiili of population, if not cliocked by other causes, must 
ultunately be checked by the difficulty of obtaining raw- 
produce , but m spite of the Law of Diraimshing Return, the 
pressure of population on the means of subsistence ma} be 
restrained for a long time to come b\ the oiiemng up of new 
fields of supply, by the cheapening of railway and steamship 
communication, and by the groivth of organization and know- 
ledge 

In the following chapters we shall have much to say about 
the evil effects of local congestions of population m makmg it 
difiicult to get fresh air and hght, and in some cases fresh 
water Agam, natnes of Hew England who have gone to 
the fertile plains of the West, would often lie willing to barter 
pait of their heavy crops for the pure water which the barren 
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granite soil of tlieir old liotno'i suppliod . and oi cn in England 
there are nmnj places, particularly at the seaside, 'ivhicli are 
kept poor by the ai ant of dniiking a\ ator 

§ G In nver-fishenes, the evtra returns to additional 
doses of Ciipital and laliour shos\ a rapid diminution -Is to 
the se.1, opinions diflcr Its volume is ^ast, and fisli are M'ly 
proliGc , and it may bo true, ns some think, that a pmctienll}* 
unluuited suppl) can lie drawn fiom the stu without aiijircci 
ably affecting the numlxii-s that remain 

The produce of mines again, among which mas lie 
The return reckonc<l quamcs and hnckfield*;, is said to 
fromfiehenc* conform to the Law of Limiiu'.hmg llctuni, 
but tins statement ib misleading Tho produce 
of tho field is somctning other than tho hoil; for the field, 
properly cultiiatcd, retains its fertility, but the produce of 
tho mine is part of the mine itself The supplj of ngnculluml 
produce and of fish is a perennial stream , niuies are as it 
were Nature’s reservoir The more neaih .i resen oir is 
e^austed, the greater is tho labour of pumping from it, hut 
one man with one pump could pump it out in ten d.i^s, 
en men with ten pumps could pump it out m one dnvi 
and when once empty, it would jicld no more So the mines 
that are bemg opened this 3 ear might just ms easih hai e l>een 
opened many years ago if the plans had been properlv laid 
requisite specialized capital and ski'll got 
raTKP^ ° *’ y^^rs’ supply of coal might have been 

T™,! “>■ “““'''I " 1“ 

Ttio gi' on up Its treasure, it could produce no more 

t„rtl„r “'1 ’'"T®'"’ ■ncreirsmg dillieuliy m obtaining n 

in tie ortB°J''^ “‘“to* tbrougl. improTemoiits 

‘’■"“Si. better knouWgo of tho 
“wlw ‘tore IS no dofbt that, 

and labour to nun * e contmued application of capital? 
labour to uuuc. srdl result m a dnmnrshing into of yield ? 
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CHAPTER IV. 

I’ln: GKOAVTII OF rOPUI^VTION 


^ 3 ^L\k is tlio elucf moans of tlic production of that 
wealth of which ho is himself the ultimate aim, and it seems 
Ix^b to nmlco at this stage some study of the growth of popu- 
lation in numbers, in s( length and in chaiacter 

In the animal and ^cgotable woild the growth of num- 
bei'a IS goicnicd simply by the tendency of individuals to 
pixipagato their specious on the one hand, and on the other 
hand by the ‘struggle foi life which thins out vast numbem 
of the voung before they .irn\o at matunty In the human 
nice alone the conflict of these two opposing femes is com- 
pbe-ated by the influences of foicthought and self-contiol, of 

pnidciiee and a scn‘=c of duty 

The study of the gitiwth of jiopulation is often spoken of 
as though it woiv a modctii one, but in a moie oi less vague 
fonu it has occupied the attention of thoughtful men m all 
ages of the world Wo may ho^^e^el confnio ourselves heie to 
some aecount of its mo‘:t famous student, Malthus, whose 
A- Soy on (he oj Popuhiiion is the staitmg point of 

all luodcrtL speculations on the subject’ 

' His reasoning consists of thiee paits which must be kept 
distinct The ^il•^t i elates to the supply of labour j^^aithus 
By a careful study of facts ho pixii es that every 
people of whoso history wo have a tiaxstw orthy leco , as 
been so prolific that the growth of its niimbei-s would have 
been lapid and continuous if it had not been checke eit ei 


t Firet cTition 1798 ho ruhlished a much eUnrgea 
Ji 1808 The history of the Doctnno of Population, nud ^ ^ 

die practical needs of dillerout nations at different times, 
nples, IV xn. 1, 2 
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2 The growth m numberi, of ti people depends firstly 
on the “natural increase,’' that is, the excess of Natural m- 
their births os or their deaths, and secondly on. 
iijigi'ation 

The number of births depends chiefly on habits lelating 
Ui inarrnige The age of inainnge sanes nith the clmiate, 
lieing earlier in s\nnn oliniates than in cold, but in eveiy case 
the longei marriages ai e postponed be} ond the age that is 
natural to the climate, the smaller is the buth-rate Gnen 
the climale, the a\enige age of marriage depends 
tlueflx on the ease with vhich 'voung people can ing the age of 
e'’tablish thoinselvcs, and suppoi t a famih accoid- 
inir to the standard of comfoit that pi o^ ails among their 
fnends and acquaintances and therefoie it is diflerent m 


difTerent stations of life 

In the middle classes a man’s income seldom reaches its 
nuiximum till ho is forty or lift} }eai’sold, and variations in 
the expense of bnnging up his clnldicn is heaiy 
nnd_ lasts foi many }ears The aitisan cams 
^aily as much at Went} -one as he eicr does, unless he uses 
to a *r&>i)on6ible post, but ho doas not earn much before he is 
twontv-one his children ai-c likel} to be a considemble ex- 
pense’ to Inni till nliout the age of fifteen, unless they are 
sent into a f ictor}, A\hero the} ma} pat then tta} at a veiy 
eaih age; and lastl} the unskilled labouiei earns neatly u 
Maires at eighteen, while his childien begin to pa} t leir otni 
exqlenses veiy eaily In consequence, the aterage age a 
mamage is highest among the middle classes i 
among the artisans and lower still among the unskilled 

Unskilled labourci-s, sshen not so pool as ^ 
vant and not resti-ained by any extema cause, a-v ’ 

If o^er, shoMU a lower po^^er of increase than hat f - 

m thirty }ears, that is, of midtiplying a 
hundred years, a billion-fold m tii eh e bundled an 
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might be infoiTetl a pnort tliat their increase ha9j:nov;^^oii^^ 
on -without restraint for any considerable tim&t 
ference is confirmed by tlic teaching of all history. ' !Tl»tpuglr^ 
out Europe dunng the Jfiddlo Ages, and in some 
It e\en up to the present time, nnmamed Inlwuitirs Jiav!^^ 
usually slept m the fami-houso or with their parents) wlitld^^^ 
Hindrances to marked poll havo goncmlly required a honse.^lor^/ 
early marri. tlioinsclvas when a Mllngo has as innny‘'lwn"(li!^^ 


ap: in Btntion- ..i.tn » .jun^ju jiuo u* jutmj 

ns It can well cmplo\, the number of hoaB<^is'jw,?fi 
increased, and young pco])Io wait as licst tlicy 


ary rural 
districta 


Tliore arc many parts of Europe o\en now in, W’hicb enstbin)^ 
exorcising almost the force of law, pro\cnts more than 
m each family from manying, ho is generally tlio old^'^litt^^ 
in some places tlie youngest if any other son mnrrfeSj^irie^ 
must leave the Milage When great matcnnl jirttgieritj^’^ariH ^ 
the absence of all extromo poiertj are found in old-fasbidu^'^ 
comer j of the Old orld, the explanation generally, 
some such custom ns this with all its evils and Imrddiips 
§ 3 In this respect the position of tlio lurwl ngriculfnml 
Influence of I'^bouror has changed %oiy much Tho'tbwms.n)^^,; 

p"pcme. ’»« chfldron)''and,t^® 

ho betakes himself to the Now World be is lilielr^ 
to succ^ bettor than any other class of emigrants. 'Butihe'^J 
^ u nso in the \ nlue of land and its growing scaljmty jj 
, g to chock the increase of population, in some '‘districts'’ 
m Av c t eastern of peasant properties prevails , espoomlly^^ 

much entoipnso for opening'' opt^ 
trades or for omignitiou, and iNironts feel that thdriotnol'S 
^ ^tion of their children will depend on the amount of ,4eil^ 

{avt^ble conditiom'mbra’;:^ 
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aclvancetl types, and many of the comforts and luxuries of Me. 
The “farmei,” as the peasant pi-opnetoi is called m America, 
finds therefore that a laige family is not a burden, but an 
assistance to him He and they live healthy out-of-dooi hves, 
there is nothing to check, but everything to stimulate the 
groviih of numbers The natuial increase is aided by immi- 
gration, and thus, in spite of the fact that some classes of the 
mhabitants of large cities m Amenca are, it is said, reluctant 
to have many children, the population has mcreased sixteen- 
fold in the last hundi*ed yeai's 

§ 4 The groivth of population m England has a moie 
cleaily defined histoiy than that in the TJmted Population m 
Kingdom, and we shall find some interest ui England 
noticmg its chief movements 

The restramts on the mciease of numbers durmg the 

Middle Ages were the same in England as else- Restraints 

■where In Ensiland as elsewhere the rehgious dunng Middle 
° , Ages 

orders were a lefuge to those foi whom no estab- 
hsliment in mamage could be proinded, and religious cehbaey 
while undoubtedly actmg m some measui e as an mdependeut 
check on the growth of population, is in the mam to be 
regarded rather as a method m which the broad natural 
foices tending 'to lestiam population expressed themselves, 
than as an addition to them Infectious and contagious 
diseases, both endemic and epidemic, ■wmre caused by dirty 
habits of Me, which weie even worse m England than m the 
South of Europe , and fammes were caused by the failures of 
good haivests and the difliculties of coimnumcation, though 
this evil was less in England than elsewhere Country Me 
as elsewhere, ngid in its habits , young people * 

difficult to establish themselves untd some other marned pair 
had passed from the scene and made a vacancy m t eir o-wn 
parish, foi, though artisans and domestic retamers move 
about a good deal, migration was seldom thought o ay an 
agricultural labourer 
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In the latter half of the seventeenth and the 
Seventeenth eighteenth centniy the centml’^Vernmenc ■«' 
and eighteenth exerted jtself to hinder the adjgstineat 
centuries supply of population m different 

country to the demand for it by Settlement Law^’CvslSch^ 
made any one chargeable to a parish "uho had lwidedj%we!^ 
fortj days, but oiiJered that he might be sent horne^by.f^^^ 
at any time within that penod Landlords and ferifiels^Vy]^ 
so eager to prevent people fixnn getting a “settlementiJJili^ 
their parish that they put great difficulties in. thff 


bmldmg cottagas, and sometimes even razed themvto5™^| 
ground. In consequence the agricultural populafion.- of 
land was stationary dunng the hundred years endihg^iiths 
1 < 60 , i\ hde the manufactures were not yet ssufficientiy^^^ 
del eloped to absorb large numbers This retardatioi^^mv^ft.^ 
groivth of numbers was partlj caused by, and partlj^.a^'om^^ 
of, a nse m the standard of living , a chief elements ofj'.CT^tilL^ 
was an increased use of wheat in the place of infenot^^^^S 
as the food of the common people ' 

Prom 1760 onwards those who could not estabb^^the^S 
sehes at home found little difficulty in getjiing employmed|4 
m the new manufacturing or mining distncts, wliere'^iHej^ 
demand for workers often kept the local authori^M^ifr^M 
e^orcing the removal clauses of the Settlement 
th^e dirtncts young people resorted freely, and the''bil^-:^l 
rate m them became exceptionally high, but so did the^ 
ra 30 , the net result being a foirly rapid groivthj^fi^^p^;^^^ 
lation Atthe end of the century, when Molthus .wfofotl^ 
■^y, the Poor Law again began to influence the ogVrof 
nage, ut ^'he direction of making it uiidulyWrly^ 

The nine- ® Sufferings of the ■working classes causfed/1^ 

tury*^ cen senes of famines and by the Pi-enoh Warimad^^ 
]ar«, w ^lief necessary ; and th’e"£lM)Sc|| 

ditxond mduceaBut to tendoo-hearted people to bo;sine*.if* 
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liberal lU tbcir allowances to a large family, with the practical 
effect of making the father of many childioii often able to 
procure 11101*0 nidulgcncc’^ foi lumsclf ■without workmg than 
he could have got by liaiil %Nork if he had been unniained 01 
had only a email family Those ho availed themselves most 
of this bounty, weio naturally the laziest and meanest of the 
people, those 'with least self-respect and entei prise So al- 
though there was 111 the manufacturing towms a fearful 
moiialitv, particulaily of infants, the quantity of the people 
increased fast, but its quality improved httle, if at all, tiU 
the jiassing of the Xew Pooi Law in 1834 Smee that 
time the i-upid gxowth of the town population has, as we shall 
see ui the next Chapter, tended to increase mortality , but 
this has been eoimtenictcd bj the growth of temperance, of 
medical knowledge, of .snmlation and of general cleanliness 
Emigration has incraused, the age of mai nage has been 
slightly raised, and a somew hat less preportion of the whole 
population are married, but, on the other hand, the ratio of 
births to a man'iage has nsen , the net I'esult bemg that popu- 
lation has grow n nearly stcndib’’ 

§ 5 Early in last centur*}’', w hen w ages Avei e low and wbeat 
was deal, the -working classes genemlly spent causes 

more than half their income on biead and con- affectmg^mar- 
sequently a nso in the pi ice of wdieat dimmished ^ 
mamages leiy much among them* that is, it dimmished leiy 
much the luiinbei of^ inarnnges by b.iuns But it raised the 
income of many members of the w*ell-to-do classes, and there- 
fore often increased the numboi of mamages by license Smee 
howevei these were but a small part of the w'hole, the net 
effect was to lower the mai nage-i*ate But as tune went on, 
the pneo of wheat fell and wages lose, tiU now the -^voikmg 
classes spend on the ai erage less than a quarter of t eu* m 
- , comes on bread; and in consequence the chief influence on 
the mamage-rate is exercised, not by the pnee of wheat, lut 
by variations of comiiiercial prosperity 
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Smce 1S73 though the a\erago real mconio of the popula- 
tion of England has indewl been increasing, its rate of in- 
crease lias been less than in the preceding jears But 
nieanwhilo there has been a great fall of prices, and con- 
sequeutlj" a gi-eat fall in the nionei -incomes of man} classes 
of societ} , and people arc goi erned in Iheir calculations ns 
to whether thej can n/Tord to niarri or not, more by the 
inonej income ivlucli the} exjiect to be able to get, than b} 
elaborate calculations of clmugcs in its purchasing jiower 
The standard of Ining therefore among the working classes 
has been nsuig rapid]}, jierhaps more rapidh than at am 
other time in English history then household e'^enditure 
measured m monos has rcmaineil about stationar}', and 
measured m goods has increased \er} fasfc^ 


^ Tbc juamage mte js iioir rrctoncil as tlip nninlMir ol jicrsous ivlio are 
mmen (not tLo iitnnbor of inamages wlucb take place) for every tlionsand of 
^ popnlaboii It nas 17 G in 1873, it fell to 14 2 in 1880, rose to 1G5 in 
1899 , and in l<Xtt it was IS 3 Comjmnng the Irnbils of iliffLreut nations irc 
&id that in tbe Teutonic comitnos of Central and Norlbcrn Europe, tbe age 
01 mamage is kept late, iMirtly in constancuco of tbo carlv vi>ars of manbood 
mg spent bi the onnj In France, contrary to geucral opinion, earlv 
mnmagts on tbo jiart of men ore not rare, ivbile on tbe part of iromen they 
are more common than in any country for wlUoIi tvo liavo statistics, except 
me Sclaionio comitncs, where they are much tbo highest In tbo Luitcd 
Tl Aiuenca thwe is no eonipulsorv scrncc, and men marry carlv 

C® the birth rate and the dcatli rate are dimuiisbing in 
^ But tbo general mortaUly is high a hero tbe birth rate 

in instance, boUt are Ingb in Sclavonic countries, and both are low 

“natural ' 1 ° ampc Tin death rates arc low in Anstrolasia, and the 
^ *'‘rtb rate is low and 
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THE HEALTH AND STRENGl'K OF THE POPULATION 


§ 1 y\h have next to consider the conditions on which 
depend liealth and strength, phj sical, mental and 
moml Tliey ai-c the basis of industrial effici- industn&i effi- 
en'c>, on ^\hlcll the production of material wealth 
depends , while on the other hand the chief importance of 
material wealth lies in the fact that, ivhen ivisely used, it 
increases the health and strength, physical, mental and moral 
of the human race 

In many occupations industrial efliciency requnes httle else 
than physical rngour , that is, muscular strength, physical 
a good constitution and energetic habits In ^ 

estimating muscular, or indeed any other kind of strength for 
industrial purposes, we must Uke account of the number of 
hours m the day, of the nuniboi of days in the yeai, and the 
numbei of years in the lifetime, dunng which it can le 
exerted But Anth this precaution we can measure a man s 
muscular exertion by the numbei of feet through w ic 
work would raise a pound weight, if it weie applie lec y 
this use , 01 in othei words by the numbei of “ foot pounds 

of woik that he does ‘ 


1 Th„ ta .pptel.l.rcoay t, mojl 

work, and indirectly to many kmds of n^c , . relative efficiency 

that IN ns waged after the ^ ESllniid the most trustworthy 

of nnshiUed labour m the South and North o ^ ^ load 

measure was found m tho number of tons of material tnat a m 

into a cart m a day 
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Tn back^vard countries, particularly Mheru tlirm ic nc. 
much use of hordes or other ilmughi jiiiinmlH, n pYnt part of 
men’s and uomon’s \\<uk inaj ho mo.muif‘d fanly noil liy the 
muhcular exertion jniol'td in it Dut in Jyii^'laiid less than 
one sixth of the industrial cla-s«-es am now I'njpigrtl on Murk 
of this kind, Mhdo the forte exertitl hj ptcviln onji^ims alone 
IS more than tuentj tunes as much ii-s could Ih' done hy the 
muscles of all Englishmen 

^Uthough the jKiner of Mistainmg great muscular evertvun. 
General scems to n st ou constitulioiinl strength and otlmr 
vlcour physical wnditions, yet ovou it tlejKnids nEo on 
foieo of mil, and strength of ihanieter Energy of this 1 ind, 
winch may ^leihnps he taken to l»e the strength of tho man, at 
distinguished from that of his Ixxly, is inond mther than 
plijsical , hut jet It (If pends on the physical condiuon oJ 
neiaous stmiigth' This strengtii of ilio man himself, this 
lesolutiou, energy and self-uiasiery , or in rhori tins “vigovtr” - 
IS the source of all progress it shows itself m great deedf^ in 
great thoughts and m tfie capacity for tmo ruligiour feeling 
§ 2 In discussing tin growth of numhors a little has 
been said incidentally of the causes which dotemuno length 
of hfo but they arc m the mam the samo as thoso winch 
determine constitutional strength and Mgour, and they wtH 
■occupy our attention again in the jirc'-onl clmplor 

The first of these enusas is the climate. A warm climate 
Influence of iiot uHogcther hostile to high intelleetunl and 
cHroate artis-tic w ork hut it preients jieoplo from bring 
able to endure a cry hard exertion of any kind continued for 
a long time 

Climate has also a large share m dotennimng the neces- 
The neccasa- saries of life , the first of w Inch is food Eond mus-t 
riespfiife supply the mtrogenous and other elements that 

ibstingniKhea from iimonKuess, wliidi, as n rule, inilitntea 
aenons strciigtli Uiongli sometimes It procctfla from 
am cma imtalimty or want of balnuce 
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UTO required lo liuild u]) gi-uwmg tissues and to lepair the 
waste of the liody It must also affoi-d heat, some of which 
can he eomoitiMl mto muBCular foice, and for this puipose 
■cjiilionaccous food, when it can be pi-opeily digested, is the 
che.i]K‘stl liluch iiKo depends on the piopei piepai-ation of 
food, and a skilled housewife with ten shillings a week to 
*'pend on food will often do nioio foi the health and stiength 
^ of hci family than an unskilled one wuth tiveuty The gieat 
infant moitality among the poor is laigely due to the want of 
care and pidginent lu piepaiing then food, and those who do 
not entirely succumb to this want of motheily caie often giow 
up with enfeebled constitutions Eien in liondon in the 
scientoenth and eighteenth centuiies the moitality was eight 
per cenk greater when com was dear than wdien it was che<ip 
and though the inci'easc of wealth and of chanty and the 
constant supply of cheap foi”eign com has caused the womt 
effects of hunger to cease, yet the want of fitting food is still 
a frequent cause of that gcneml weakemng of the system 

which rendeis it unable to resist disease 

^To baie already seen tbat the necessaries foi efficiency 
lary Nnth the natuio of the woik to be done, but we must 
now examine this subject a little moie closely 

As regards muscular woik in particular, theie is a close 
connection botweeu the supply of food that a man has, and 
his available strength If the work is intennittent, as that 
of some dock kibourers, a cheap but nutntious gram diet is 
sufficient But for veiy heaiy contmuous strain, such as is 
involved in puddlei-s’ and the hardest navvies’ other material 
work, food IS required wduch can he digested and 
assimilated even w hen the body is tii ed This quality isst 
more essential in the food of the Inghei grades of a our 
w luch involve increased nervous straui, though the quan y 
requii-ed is generally small 


1 The mtrogenouB olementa are most easily diaested ^ 

asttdso m vegetaWo footls, hat not m a form that is so easily dige^ed 
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After ffrfx], tl )0 nort nfro‘<Mn< of life nn(l ln1x)iir, nre 
clotlnng, house-room and firing, xvluii llio> nro derimtnt, tho 
mind liccoinos torpid, nnd ultimat<U tho physical ooustilution 
IS undonnima! 

^3 Next toim' thixe clo-ih allied conditions of ligonr, 
Hope f«cdom namch , hopifulniss, fiTiHlom, nnil change All 
and chance hlstor> IS full of the rc<.x,itl of HlcjlU tCItCV CflUscd 
in sarjiug dagrcf" In hlaim, soifdoni, and othtr forms of 
ciul and political opprc-sion ami is'jiro •'ion l'ix>edorn and 
hope increase not tmlj m «i’-> wdhugness hut uho liis jioutr 
foi woik, pin sioloijiNts tel! u- that a gnon exertion C’m*>ume's 
It S 3 of the stole of nenous imrgv if tlone under tin stinmliJs 
of ph'JLSuie than of jiiin tinil without ho]>e ihei't. 5^ im enter- 
prise hec-mus of jwrMin and pivperts are tno txaiditioiis of 
this hopefulness ami fnaxhiiu hut senints ulwa\s jn-voUis 
restraints on freedom, and it m one of the nutst diflindl pnsh 
Icms of civih-sitiou to dmtsner htn\ to obtain the se^jnntt, 
which IS a condition of fioixloin, without toogixit a sicrifii’O 
of frecsloin itself 

Clianges of wmk, of S(tn<, anti of pr>rsonal aseocintions 
hmig now thoughts call attcutmn to (hi* iiuperfeel ions of oM 
methods, stimulate i ‘dnmc di'-tontont," and in even staj 
doielop cixatnc emigx A sJofting of places enables the 
moie powtiful and oiigiual mnulx to find full scope foi their 
enoigies and to use to nnjiortnni posnmns whereas those who 
stay at homo .lie often o\ et mtuh kept m their places Few 
men arc pinphets in their uwu land , neighlioiirs and relations 
are generallj the last to pitxlon the faults and to rctognize 
the ments of those who are le-^s docile and more entcrjinsing 
than those around them It is doubtless clucflj for this reason 
that in almost cserj pait of England a disprojiortionateJj 
large share of the best eueigy and entorjinsc is to ht found 
among those s\ ho s\ ore liorn elsow here 

Freedom so far has been rcgnrdt*d as fieodom from ex- 
ternal bonds But that higher freedom, svhieh comes of self- 
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masteiy, is au even more important condition for the Inghest 
work" The elevation of the ideals of hfe on which this de- 
pendsj IS due on the one side to political and economic causes, 
and on the other to personal and leligious influences, among 
winch the influence of the mothei in eaily childhood is 


supreme 

§ 4 Bodily and mental health and stiength aie much 
mfluenced by occupation^ At the begmnmg of influence of 
this centuiy the conditions of factory woik weie occupation 
needlessly unhealthy and oppi’essive foi all, and especially for 
young children But Factory and Education Acts have re- 
moi ed the worst of these ei ils from factories , though many 
of them stdl Imecei about domestic industiies and the smaUei 
workshops Infant mortality also is dimuushing, though theie 
remams much loom foi impiovement m this duection 

The hiffhei wases, the gi eater intelhgence, and the better 
medical facilities of tovnispeople should cause infant moi’tality 
to be much lowei among them than m the countr> But it 
is generally higher, especially vheie theie aie man) mothers 
who neglect their family duties in oiflei tr) eain money 
wages 

In almost all countries theie is a constant migration 
towards the towns The laige tovms and espe- 
Cially London absoib the veiy best lilood finm 
all the rest of England, the most enteipiising, the most 
highly gifted, those mth the highest and the strongest 

chamcters go there to find scope for then abilities ut y 
the time then childien and childien’s childien haie grovn up 


1 The rate of mortality is low among numsteis of 3 

^ters , among the agncultimd classes, and “ lead and tm 

Lose of wheelwrights, shipwrights and coal muiew neither these nor 

tnmmg, m file makmg and eaithenware as is found among 

my other regnlar trade show as high a rate of m ^ ,3 tliat 

London general lahonrers and costermongers , wM iniorious to health, 
3f servants m inns Such occupations are not they 

but they attract those who are weak m physique an 
snconroge irregular hahits g — 2 
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mthotit healthy pkj, and \nthont fi-esh air, theie is little 
trace left of thou onginal vigour ’ 

Tliere is peihaps no better use of public and pnvate 
money than in pi-o\nding public parks and playgrounds in 
laige cities, rn contracting with niihvays to increase the 
number of the v orknicn’s tKiina run by them, and in helping 
those of the m or king classes iiho are ■wuUing to leave the 
large toivns to do so, and to take their industries vitli tliem, 
while money spent on reducing the cost of living in large 
towns by building voikmeu’s houses at a loss or in other 
■ways, IS likely to do almost as much hainn us good, and some- 
times even more If the numbci-s of the working classes in 
the laige towns arc reduced to tliose whose work must be 
earned on there, the scarcity of tlieir labour w ill enable them 
to command high wages , and thercfoi-o if sanitary laws and 
niles against overcrow-ding are ngidly enforced, and sp.ico 
enough is secured to proiude opportunities of licaltby play 
for then chddien, those who luo in laige towns wall ha\e a 
better chance of leaving a healthy pmgeny liehiud them , and 
meanw’hile some check wnll be gl^cn to the migration from 
the country to the towns 

§ 5 In the earlier stages of cn ilizntion natural selection 
and competition made it the rule that those, w'ho were strongest 
and most vigorous, left the hugest progeny behind them It 
IB to this cause, more than any other, that the progress of the 


^ Tlus 18 seou even in trades tliat rcqniro but little muscular streagtli, 
only a i ery Email proportion ol those artisans to ■whom Loudon owes its pre- 
eminence as a centre of highly skilled worlv come from iiareiita who were horn 
there, and there are scarcely any whoBo grandparents were horn there 

The death rate of large towns gives no jnst mdlcation of their effect on the 
h^th Md vigour of the people , chiefly hecauso many of the town influences 
which lower vigour do not appreclahly affect mortality Otlicr reasons are 
that Uio immigrants mto towns are gcucraUy picked hves and In the full 
8 engih of youth, and that young people whoso parents lue m the country 
t kme to die The mortahty of females m London between the 
ages of fifteen and thirty five is for this reason abnormally low 
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liiiman i-acc, as of all other foiins of life, is due, and though 
in the latei stages of civilization the uppei 
classes have commonly mained late, and in con- dencytoweed 
sequence have had feivei children than the cause the 
tvoiking classes, this has been compensated s^ng to sur- 

foi by the fact that among the woiking classes 
themselves the old imle has held , and the vigour of the 
nation that is tending to he damped out among the upper 
classes is thus replenished by the fresh stream of stien^h 
that IS constantly ^veiling up from belov^ But in Fnuice for 
a long time, recently in America, and to a less extent 
England, there has been some tendency for the abler and 
more intelhgent part of the woikmg class pop 
avoid ha\mg large families, and this is a source o ^ 

are raoieasmg reaeons for fea.mg, that thongh the 
piogi-ess of medical science and samtation is ^ coun- 

sa^nngfix.m death a contmuallymcreasmg number t^-ted 

, of the children of those vho are feeble y ^ 

and mentally, yet — - W 
to defer their mamages and m ^ pj^^ly 

of childien -whom they leave behin le „ T5,,obably do less 

selfish and partly unselfish, ^ t ® tl^at 

harm than the latter, for per descendants 

hard and frivolous people sio ^ 

of their own tjTe But somy^ P^^^^ to^secure as good a 
few children, in consequence o their chdchen 

Boeial position as possible £oi themse vk 

This desire contains many " fa few that 
liighest ideals of human aims, and 

are distmctly base, but after all it ousted by it include 
factors of progress, and those w ° Such persons, 

many of the best and stionges o likely to be m- 

having a high sense of duty, are injurious to 

fluenced by the doctrine that large families 
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the -svorld and that they can do hetter for a small than for a 
laige famd) 

Thei’e are other considerations of which account ought to 
Practical con- he uoken, but bo far as the pomts discussed in 
elusion chapter are concerned, it seems prirnd facte 

advis,T.bIe that people should not hnng children into the world, 
till they can see their way to gi\ mg them at least as gootl an 
education both phj sical and mental ns they themseli es h.id} 
and that it is best to many modemtel) c.irly provided there 
is sufficient self-contral to keep the famih intlnn. the requisite 
bounds without transgressing moral laii s The general adop- 
tion of these pnnciples of action, combined inth an adequate 
pronsion of fresh an and of health) play foi our town 
populations, could hiinll) fail to cause tlie strength and Mgour 
of the race to iraproi e And m e sh ill prasenth hnd reasons 
for heheimg that if the strength and Mgoui of the late 
iTuprotes, the increase of nurobera will not for a long time 
to come ciiuse a diminution of the aicrago real income of the 
people 

Thus then the progi’ess of knowledge, and in particular 
The forces of of medical science, the e\ ei giowmg actii ity and 
cood and evil ^nsdom of Crovenimcut in nil ranttera rtlnting to 
health, and the increase of mntennl w calth, all tend to lessen 
mortahty and to inci'ease health and strengtli, and to lengthen 
hfe. <^)n the other hand, ntaliti is loweied and tlie death- 
rate nused by the rapid inci’ease i>f town life, and by the 
tendency of the higher strains of the population to many 
Intel and to ha\e fewer children than the lower If the 
former set of canses w ere alone m action, but so regulated as 
to n-ioid the clanger of ovei -population, it is probable that 
^n would qmckly rise to a physical and mental excellence 
ai superior to any that the world has yet known, while if 
the latter set acted unchecked, he would speedily degenerate 

it IS, the two sets hold one another very nearly m balance, 
the former shghtly preponderating While the population 



THE HEALTH AKD STKENGTH OP THE POPULATION 119 


of Englnnd conliuuos to increase, those who are out of health 
m body or mind are ccrtainl}' not an inci easing part of the 
^\hole, and the I'est are much better fed and clothed, and 
with a few exceptions are strongei tlian they were 

It 13 EOinctimes urged that the dejith-iate in some large 
touTis, and especially in London, is not as high as might have 
been anticipated if to\% n life is really injurious to health and 
vigour. But this argument seems untrustworthy, partly 
because many of the towni influences w Inch lower vigour, do 
not much nfiect moi'Ldity , and partly because the majority of 
immigrants into tlio towns aie m the full strength of youth, 
and of more than average energy and courage , wlule young 
people wdioso parents live in the country generally go home 
when they become senously ill 

It 15 not to be concluded from this that the race is degene- 
rating physi6nlly, nor even that its nervous strength is on the 
whole decapng On the contrnrj' the opposite is plainly true 
of tliose boj’s and girls who .iie able to entei fieely into 
modem outdoor amusements, v\bo frequently spend hobdays 
, m the country and wdiose food, clothing and medical care are 
abundant, and governed by the best modern knowledge But 
■until quite recently the children of the wmrking classes in 
large tOwTis have had a had time and it is doubtful whether 
the I'ecent diminution of then horns of laboui, the advances 
of sanitation and medical science, improvement of their food 
and clothing, of their education and even m some cases tbeir 
playgrounds quite make up for the evils inherent in town i e 


^ Mancliester and otlier -verx largo towns are not ^ centres of sncli 
ley were doing earlier in tins century Lot ^ linadines whicli are 
'wns more and more tnlcen np by warelionses ” suburbs ^ut further, 
Jcupitd jn tbo day limo by people who kvo m growing fast 

le medium sized towns and spreading i,e 

wtly nt the expense of very large ^ giectncal transmission 

astened by the growing cheapness and efBciency of the electncai 

r force 
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CHAPTER n 

INDUSTRIAL TRAINING 

§ 1 Havi-so (liscnsbcd the causes ^^hlch go^e^n the 
growth of a numci-ous and sngoious popu3ation, wo htt %0 next 
to consider tlie traiivuig that is lequircd to develop its in 
dustnal offievenej 

Yery backward races are unable to keep on at any kind 

UMUtUed la '''' ^ Simplest 

hour a relative foiTn of wliat WO rogAixl ns Unskilled work is 

skilled work relatively to them , for they have 
not the requisite assiduity, aud they can acquire it only h> a 
long course of tmimng But where education is uniiersnl, 
an occupation may fairly bo classed as uiiskdled, though it 
requires a knowledge of reading aud writing Again, An 
districts in which manufactures lino long been domiciled, a 
habit of responsibility, of carefulness and jiromptitude in 
handling expensive inachineiy and materials becomes the 
common propeiiy of all, and then nmcli of the work of tending 
machineiy is said to be entirely mecbamcal and unskilled, 
and to call forth no human faculty that is worthy of esteem 
But in. fact it is probable that not one-tenth of the present 
populations of the woild have the mental and moral faculties, 
the intelligence, and the self-control that are required foi it' 
perhaps not one half could be made to do the work well 
by steady training for tw o generations Even of a mann- 
facturmg population only a small part ai-e capable of doing 
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wam fif the that appeal at fn^t to be outiiely 

inoaotoiuiU'' Alacbinc foi instance, simple as it 

fita-ms. Is ilhitbal ini*i hif»hei anti lottei grades, and most of 
tho'e s\bo wntb in the lower giades biue not ‘'the stufi iii 
thein tbui i*' n*<}mrtsl for wealing with seieml coloui-s 
And the dith nnices .no twn irreitei in industiica that deal 
wnth hard n» itoimls hoihI, metals. oi lenumes 

!<uine hnnls of niamrd work letpnie lonc-contmued piac- 
tice in one ‘•et of t»peiutions, hnl these cases arc not vei} 
coaimon, am! tlnn an- hncomimr nrei foi inachinciw is con- 

Ik 

taking oier woik ih.it utpiiros in.imial skill of this 
kind It is nubs: d (nn* tint a gent'ml command o%ei the 
iss(« xif one’s lingers is a itia unpoitant i lenient of indnstn.il 
eJlUun»\ , hiu this is the insult thiefli of nciaons stiengtli, 
Hid self-iii’isleri It is of tonis-e tloielopcd by tiainuig, but 
the greater jiaii <tf this ni ly he of a genend charactci and 
not spctid to lilt puticulai iHsup.ition, pist as a good 
cricketer sihih h«ains lu J'la\ tennis well, so a skilled aitisan 
wan often nime into otlioi tr.ides without an} gteat and 


Hsting Uis^i of etluumc} 

iManiul skill that is so spccinli/ed, ns to be wholly in- 
capable of Uing trairfemd from one occupation to anothei, 
Is Ivetoming Kt'Mthh less and less important Putting asi e 
for the present the faculties of nitistio perception and artistic 
tricitmiij We mil} sa\ that wlnt makes one occupation ugier 
than iinothci, wdml makes the woikei’S of one 
cfiuntn inori' ctTnient than those of another, is c ne y a 
t>up(>nonty in giuenil sag'icit} and enoigy whici is n 


speci dim! to anv one trade 

To be able to hear in mind many things at a 
li.ai e everything ready w hen wanted, to act promp y 
show resource when anything goes wi-ong, , 

oneself quickly to changes in details of the woi ' one, 
steady and trustworthy, to ha%o alwa}S a leseno 
■which will come out in cmoigonc}, these aie e q 



122 


BOOK IV CH VI §1 1—3 

^\h^ck make a great industnal people Tliey are not peculiar 
to any occupation, but are wanted in all, and if tlioy cannot 
abi ays be easily transferred from one trade to other kindred 
trades, the chief reason is that they require to be supple- 
mented by some knowledge of matenals and familiarity ivitli 
special piocesses 

We may then use the term general ahiUly to denote 
General and f'^'ose faculties and that general knowledge and 
Specialized intelligence winch are in larynig degrees the 
common property of all the higher grades of 
industry w hile that manual dexterity and that acquaintance 
with particular matenals and processes which are rcqnired for 
the special purposes of individual trades may’’ lie classed as 
specialized ability 

§ 2 General ability depends largely on tlio surroundings 
Influence of of clnldliood and youth In tins the first and far 
the home most powerful influence is that of the mother 

Next comes the influence of the fathei, of othei children, and 
in some cases of sen'ants As yeai-s pass on the child of the 
working man learns a groat deal from what ho sees and hoars 
going on aiound hmi, and when we enquire into the ad- 
vantages for starting m life which children of the well-to-do 
classes have over those of artisans, and which these in their 
turn hate oier the children of unskilled laboui'ers, wo shall 
late to consider these influences of home more ni detail 
hut at present we may pass to consider the more general in- 
fluences of school education 

Little need be said of geiieml education, though the in- 

Schooi Gence even of that on industrial efficiency is 
1 , n c than it appears It is true that the 

hildren of the working classes must teiy often leate school, 
when they hace but learnt the elements of reading, smtmg, 

sometimes aigued that part 
tnven t ^ these subjects would be bettor 

gi en to pmctical work But tbe advance made during 
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?c]nv>l -{51110 JN nni’KiH^nt nof “o imtoli on its o^\'n account, as 
for tlio |H>vrc‘r of futuii' nd\anct; NvliicU a school education 
llive? Heading and wntlnir uflonl tho means of that ivider 
inteivourM* nhich lends to hrendth and elasticity of mind, 
ah<l 'ildeh enahhng the \M»rking man of Ui-day to he as 
vajMhh' a ii{5?eu as nns the <*«mntrv gentleman of last 
etnturvk 

I n. ‘loehmcal fshu':\t»on U'-csl to mean httlo moio than 
miparting that inniund d».\tont) and that ele- Techment 
nientnrj 1 nowloilge of iniuhinet\ and jirocesscs, education 
■'^Inch rm intelligent lad <|uiikl\ jmks up foi himself yhen his 
work liJi'' lH>guu; though it he hn^ lennit it beforehand, ho can 
pulirtpf) e im a few shillings more nr s{4irting than if ho had been 
rjuittt ignonnt. Hut s\u b MM^-dled < dnc-Uion does not dc^olop 
fatuities; it r.vthei himh rs them from hoing developed A lad, 
who hah jnckerl «]» the knouhnlgo ft>i lum‘'elf, has educated 
imii‘-olf by Sc) doing and he is likely to make better progress 
. 5U the fntuni than one who has been taught m a school of tins 
old-fadnoned land. Tcthrm d t'dncation is l)owo%or outgrowing 
its mistakes; and is aiming, liiMh, it giving a general com- 
mand <n<'r the use <.f e\ea and fingers- (though tlieio are signs 
tliat tins woik IS lienig lakin o'ei b} general education, to 


^ It iv tnift tlu't U-nruiHf; to '.poll «1oi i not cdui-nto tho fncuUics to any con- 
si.I^niai locbm. ftn.ttlml tin turn- siwntoii it is ncirlj wastc^ If spelling 
»UA rTinmiriatina r/.nhl he hmnpht into Immioin m Iho Englifih language, as 
Uirc In inoci otlio" laiijraiiges, cliihlrrn 'unnlil, it has been es uim e( , 
«tlr to tlijfuflr a vtur rarlu r than thej can noi\ 

= Accnnling lo'tlio best EngUsli oiunioiis, {(nhiiical 
IitghfT Tnnhs (tf intlnsln sliouht heoi' the nun of (lc\ eloping ic 
ctnio i ns consiontU Ik furu it ns gi lu ml ishiratiou does I ® ” . . 

the wunc iuvsis br n fhorougli general cdncnfiou, hut ehouli go trades 

m detail special hranclns of knowkdre lor the hoiiLfit of ‘ 
OnratmshoalJ lu toadd Uic scientific training m "hich fhecoun ' -nracticol 
Europe are ahead of ns to llml dnniigand restless energy un< gneut m 

Insfmcjg, uliich K'ldom flunnsh unless the best years ° , Pimself 

to workshop, recollecfing always that whatever a Sat^ 

tvilircct e^iteriuico in rvell-coudnUod works, teaches him n ttthmcnl 

liLs infiital aclnifa' more than if it were taught him h\ a innsle 
rchool wstli modi] infitrnmenk 
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'Which It properly belongs) ; and secondly at imtiaT^itig 
skill and knowledge, and methods o£ invcstigationj''^dbh^re^ 
nselol in particular occupations, but am seldotrtt'^r^ri;^ 
acquired in the course o£ practical work. Every 
the accuracy and \ersatihty of automatic innchincry_>!fat^ws:;^ 
the ranco of manual work in which command over hand ario^ 
eye is at a high premium. ’ - 4 / 3 

Accordmg to the best English opinions, technical cdo^tio^ 
for the higher ranks of industry should 
ofEnc^sh aim of developing the faculUos almost W 
rafo^°" stantly before it ns gonoral cducatiott ddfiS-^Xt^ 
should rest on the same basis ns n ^iOrOttgl|^ 
general education, but should go on to work out jn^^dotfl®^ 
special branches of knowledge for the liencfit of piirticiiw^ 
trades. Our aim should bo to ntld the scientific traitnn^^in| 
w’hicU tbo countries of Wastem Europe aro ahead 
that danng and restless energy and thaso practical 
which seldom flourtsh unless the best years of youth nV^^kpOilU' 
in the workshop A substitute is however needed for thd'^d^ 
apprenticeship system, which is not generally adaptedVw,; 
modem, conditions, and has fallen into disuse. Ip 

§ 4 It 13 true that there nr© many lands of work^wluih. 
can bo done ns etEcieutly by an uneducated as by an edneated* 
Indited bene '^o^kmun anil that the higlior brancho$''oC'i^j^' 
creation httlo direct uso except to cmployera^ 

and foremen and a comparatively small nUlhbSr 
of artisans But a good education confers great indmTct'l^^^ 
fits even on the ordinary workman It stimulates hiS inim^' 
iwtWty , it fosters in him a habit of wise inquiwtiT*one^j" i^ 
mak^hun more mtoUigent, more ready, more 
his ordihLty work , it raises the tone of TdTKfe'SSikffil 
bourn and-oirt of working hours, it''irth'S8^aV!Sfe 
m^n8>wards the production of mateSnl 
^e that, regarded as an end m itself, it is inferior td^nonV'df; 

taterSCwa'&'.SSBSaEi;: 
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AAc nui-t howxnor l<>o]c m .inotlicr dimUon for a part, 
pcdinp-' iho otv:;^t*«r of tho ocoiiounc gam 

•whu'^i t]»o ii-iHon ina\ ilonxi' inmi an nnpi'o\ einent m tlio 
grutml nmi lorlitnoal r<luc,i{n*n of iho mass of tho people 
'We nnS'-t look not *'r> tnueh at tho-'O who s(a> m the rank ami 
tik' of the working t kisses. a.s at tho'-e who n^c fi-om a huinkle 
htrth to join tlu‘ Ingher ranks ot skilled artisans, to become 
foiemen or einplovei's, to mhmue the houndanes of science, or 
pos'nhly to add to th< nation d wealth in .ut and htu'atui'e 
rite laws which go\« rn the Inrth ()f gtnius are mscnitahle 
It is proUihle that the iHareiit-i^e of childrcn ot 

, ' , , , « ' ( 1 1 At present 

the woiking 01 w ho are endowed w ith natiiml much natural 

ahiluier of the higliest order is not so gitsit as 
that of the childlvn of ptojile, who hii\e att lined 
ttr h'*ie mhentoil a higher position in sucicti But since tho 
niaminl Inlnnir elasscv an font oi tiic limes as mimcixms as all 
oth> r cH'jsi V put togediei, it is not unhkch that more than 
half the Irt'st naiuril genius that is horn into the countiy 
lielongs to them , and of this a gnsit pirt is funtless for want 
of Oppiirtuuiu, Ihen is no extnnagancc moi'C piejndicial to 
the growth of national w'edth than that wasteful negligence 
which allows genius that hnpjxms to he bom of lowly parent- 
age to evpend Use If in low K w oik No cliangc w ould conduce 
So much to a rapid increase of maU'nal wealth as an improie- 
incut m our scIuhiIs, and esjiecialB tlioso of the middle gioides, 
pnmdral it is combined with an extcnsne system of scholai 
slnp^j whieli will enable tho clciii son of a woiknig man to 
ttse gradually from school to school till he had the best t leo- 
rctical and pmctical cilucation which the ago can give 

g 1 rilosl paiviits are willing enough to do for tbeir 
children what their own patents did for them, nnc periaps 
<i'eut.>go a httle bejond it, if tlm} find themselves among 


' 'Bio infludirts cxcrlist on imlioaal prospenty bj 
Kcmouk lechnjr'il tunl nrtlhtic, is ilow nltmctuifi 1“®’' coontnes m 

Bnelnaa ,» boUuik berseir to pi-of.t by Ibo cxpcncuccs of other coontnes 

this rualtcr 
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neighbours ^\ho happen to have a rather higher standard 
But to do more than this requires, in addition 
pn^^rforthe ^ moral qualities of unselfishness and a 
education at warmth of afiection that are perhaps not rare, a 
certain habit of mind wliich is as yet not lery 
common It requires the habit of distmctly realizing the 
future, and of regarding a distant ei ent as of nearly the same 
importance as if it were close at hand, — a habit which is at 
once a chief product and a chief cause of cimlization, and is 
seldom fully developed except among the middle and upper 
classes of the more cultnnted nations 


Mill was so much unpressed by the difficulties that beset a 
Industrial parent in the attempt to bring up his son to an 
occupation widely difiereut in ehaiacter from his 
oMTi, that he said' — “So complete, indeed, has hitherto been 
the separation, so strongly marked the hne of demarcation, 
between the difierent grades of labourers, as to be almost 
equii alent to an hereditary distinction of caste ; each employ- 
ment being chiefly recruited from the children of those already 
employed m it, or in employments of the same rank with it 
in social estimation, or from the cluldien of persons vho, if 
ongmaUy of a lower rank, have succeeded in raising them- 
se 1 es by their exertions The liberal professions are mostly 
Eupphed by the sons of eithei the professional or the idle 
c a^es the more highly skilled manual employments are filled 
up rom the sons of skilled artisans or the class of tradesmen 
w o ra - with them the lower classes of skilled employments 
re m a similar case , and unskilled labourers, with occasional 
excep remam from father to son in their pnstme con- 
ion nsequently the wages of each class have hitherto 

tbnn ^ lucrease of its owm. population, rather 

than that of the general population of the countzv ” 

u e goes on, “The changes, however, now so rapidly 
P ace in usages and ideas are undernunmg all these 

1 Book n. ch XIV § 2 
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distinctions/* mid, since he wrote, the broad lines of di-snsion 
winch he pointed out ha\ e been alrnost obliterated 
b) the rapid action of those causes whicli, as we ^een'^ades 
sm\ eaiHer in the cliaptci, aie reducing the «« fading 
ainomib of skill and ability raquired in some occu- 
pations and in Cl easing it in othera We cannot any longer 
regard different occupations as distiibuted among foui great 
planes j but we may peihaps think of them as lesembhng a 
long flight of stops of unequal bi Ctidth, some of them bemg so 
blond as to act as landing stages Oi even bettei still we 
might picture to oiirsehes two flights of staira, one lepiesent- 
ing the “hard-handed industnes” and the otliei “the soft- 
handed indnstiaeSj” because the vertical division between 
thc'^e tv'o IS in fact as broad and as cleail) maiked as the 
lioi i7ontal division between any tv o grades 

But though parents geneially bung up then children to 
occupations in tbeir ovn grade, and therefore the Provisional 
total supply of labour m any grade in one gene- conclusion 
ration is m a gieat measure determined by the numbeis in 
that grade in the pieceding geneiation, yet -within the grade 
itself thei 0 is gi eater mobibty If the adi antages of any one 
occupation in it nso above the average, tbeie is a quick mflux 
of } outli fiMin other occupations into the grade The i ei heal 
movement from one grade to another is seldom i cry lapi or 
on. a \ery laige scale, but, when the advantages of a gra e 
have nsen relatively to the difficulty of the voik lequire o 
it, many small streams of labour, both youtliful an a t, 
■'Till begin to flow towards it , and though none of t em may 
be veiy laige, they aviII together have a sufficient vo ® 

satisfy before long the increased demand foi labour in tha 

"" ^ We must defer to a later stage a fuHei discu^ion of the 
obstacles which the conditions of any place an im 
to the flee mobility of labour, and also of the nxducemente 
>''hich they offer to anyone to change his occupation 
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bniig \ip liw hon to nit octniiation (lifiV«>ut fnim Ihh oini 
l>ul> wo hii\c scon enough to eoncluflo ihnt, other tilings licmg 
equal, an incnaso m the tamings that arc to hi ^ got h\ lt’l>Our 
increases its rale of growth, oi, m oth< r wort!'-, jv nsc in Us 
demand jmee incia I'-es the Mijqilj of it If the of know- 
ledge, and of soctal and doiiuMu Inhits lie goen, then Iho 
■ngour of till' population, ind l>oth the imnihern and Mgour 
of an^ trade' in paiSuiilar, ni,i\ lio said to hate a suppU pneu 
in tins w nso, tiial llure is a tirinm IomI of the demand price 
winch will kiep tin m at Uionurt , that a liiglu r jirice would 
cause tliom to increase, and ihii a lower jinco would cause 
th( m to (lecrcist Tin suiih' }»rojiosition holds tm* as to tho 
miiuberK of popul ition ns a whole m lu ulv nil comitnes 
But tho iniluencc of < ( onomic l,ius< s on the growth of num- 
licrs IS \crj uncertain in its nation ^•^pecmU^ ulirrc, ns in 
France, all hut the \cr} poonst classts, laj gnsat store on the 
mhciitaucQ of fauuh pisiiwrta 

During these three chaptirs wi have discussisl the supply 
of laljoui mainlt as a means to\ ards tlu jimhution of ma- 
terial wealth But hen>, ns in <\etw other econonne mquirv, 
wc must htuvr in nniwl that ihi on\\ aim of that jvrotlui t iv>n 
lb the dccclupment of tlu jiiojih m mimlaiSj m hc.alth, in 
strength, in happiness and ahese all in character 
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CHAPTER YII 

THE GRO'^VTH OF -VVEALTH 

§ 1 The eailiest forms of wealth were probably imple- 
ments foi hunting and fishing, and pemonal oma- ^ariy forms of 
ments , and, in cold countries, clothing and huts wealth 
As numbei'S thickened and the people settled donm to agn- 
cultui-e, cultivated land took the fimt place in the inventory 
of wealth , and that part of the value of the land which was 
due to improvements (among which wells held a conspicuous 
place) became the chief element of capital, in the narrower 
sense of the term Next in importance came houses, domesti- 
cated animals, and in some places boats and ships, but the 
implements of production whether for use in agriculture or 
in domestic manufactures remained foi a long time of little 
■value During all this tune the only trade that used veiy 
expensive implements was the trade of canying goods by 
watei the weavers’ looms, the husbandman’s ploughs and the 
blacksmith’s anvils were of simple construction and were of 
little account beside the merchant’s ships But m the eight- 
eenth century England inaugurated the era of expensive 
implements 

The implements of the Enghsh farmer had been nsmg 
slowly in value for a long time , but the progress Modem forms 
was quickened in the eighteenth century After of ■wealth 
a while the use first of water power and then of steam potv er 
caused the rapid substitution of expensive machineiy for m- 
expensive hand tools in one department of production after 
another As m earher tunes the most expensive implements 
were ships and, m some cases, canals for nangation and im- 

M. 9 
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gation , so now they are the means of 
railways and tramways, canals, docks 
telephone systems and water-works . ^ ^ 

almost come under this head, on the ground tJbat a gi'^t 
of their plant is devoted to distributing the gas. 
come mines and iron and chemical works, ship-buiIding yardis,«. 
pnntmg-presses, and other large factories full of ' e3^mimy,e^ 
machineiy And, on whichever side we look, we find thafc,^^^ 
progress and diffusion of knowledge are constantly lea^ag^to^ 
the adoption of new processes and new machineiy, ^^'whichjr 
economize human effort on condition that some of thc^^ort is^ 
spent a good while before the attainment of the ultimate 
to which it 18 directed. 1 

As civilization progresses, man develops new 
new ^S ~mpre expensive ways of grati^i^^^^^^^^^^Sere, 
seems to be no good reason for behoving that we are atty^ner^ 
near a stationary state m which there ivill be no new'ita^ 
portant wants to be satisfied , m which there wiU bo no mbre 
room for profitably mvestmg present effort in providing .^r’ 
the future, and m which the accumulation of wealth- v^ 
cease to have any reward The whole history of mnh-'Sho^ 
that his wants expand with the growth of his wealtbl'and- 
knowledge And with the growth of openings for thb_ in- 
vestment of capital there is a constant mcrease m that surplus' 
of productiou over the necessaries of life, which gives' th’e 
power to save. " 

§ 2 The habit of distmctly realizing the future^Tafid; 

Slow growth ^0’’ d has developed itself slowly'^imd’ 

ofthe habit of fitfully m the course of man’s history. Tfay^'i 
tibe ^ tribes who might doublei^fhem 

resources and enjoyments wnthout inereasing^eif ■ 
total labour, if they would only apply a little m advance ^thb 
means that he withm their power and their knowledge 
for instance, by fencmg m their httle plots of vegeliiblea' 
against the mtrusion of wild animals. 


locomotion' in 
and ships, telegraph)^d< 
even cas-wdrks ‘<^might% 
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Bui even, this npatliy is perhaps less strange than the 
wastefulness that is found now among some classes in our 
own country Cases are not rare of men who alternate be- 
tv, een earning two or three pounds a week and bemg reduced 
to the verge of starvation the utihty of a shilling to them 
when they are in employment is less than that of a penny 
when they are out of it, and yet they nevei attempt to make 
pi-onsion for the time of need At the opposite extreme 
there are misers, in some of whom the passion for saving; j 
borders on insanity, -^hile, even among peasant propnetoi'si' 
and some other classes, we meet not unfrequently with people 
who cairy thrift so far as to stmt themselves of necessaries, 
and to impair their power of future woik Thus they lose 
oieiy way they neier leally enjoy life, while the mcome 
which their stored-up wealth brmgs them is less than they 
would have got from the increase of their earning power, if 
they had invested in themselves the wealth that they have 
accumulated in a matenal form 

In India, and to a less extent in Ireland, ive find people 
w'ho do mdeed abstam from immediate enjoyment and save 
up considerable sums with great self-sacnfice, but spend all 
then savings m lavish festivities at funei-als and marriages 
They make mtermittent provision for the near future, but 
scarcely any permanent provision for the distant future the 
great engmeermg works by which their productive resources 
have been so much increased, have been made chiefly with the 
capital of the much less self-denymg race of Englishmen 

Thus the causes which control the accumulation of wealth 
differ widely in different countries and different ages They 
are not quite the same among any two races, and perhaps not 
oven among any two social classes in the same race They 
depend much on social and lehgious sanctions , and it is 
lemarkable how, when the bindmg force of custom has been 
in any degree loosened, differences of personal character will 
cause neighbours brought up under hke conditions to differ 
from one another more widely and more frequently m their 

. 0—2 
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habits of cxtravagaiico or thnffc than in almost any ^otnor^ 

respect ^ ■' 

§ 3 The thnftlessnesa of early times ww in a’^gmt 

sure duo to the w ant of scennty that th&o^WK^^' 
condition of made pronsion for the future ’n'ould Mjoy jitlX;!' 

only those, who were already wealthy, were stwmg')^ 
enough to hold t\hat they had saved , the lobonous nnd^self-^*^^ 
denying peasant vho had heaped up a little storO o£^trienltli^^^(,'f 
only to Bee it taken from him by a stronger hand, whS a 
constant vaming to his neighbours to enjoj* tlioir plensutejn^f 
and their rest when they could The border country hetnOen 
England and Scotland made little progress so long as at .'Was 
liable to mcessant forays , there was vary httlo Ra\’ing hy^iho 
Erench peasants in tho oightccnth contnrj' when they coflld 
escape tho plunder of tho tax-gatherer only by appearing ^tojw 
poor, or hy Irish cottiers, who, on many estates, not vcty'many 
years ago, were compelled to follow the samo conrso m order” 
to avoid the landlords’ claims of exorbitant rents. ‘ 

' V ^ ■t 

Insecurity of this kind has nearly passed away frora^th^^ j 
cmlized world But wo are still suffering in England 
the effects of tho Poor-law which ruled at tho b^nntng‘p£>Xi 
lost century, and which introduced a now form of insecurity';’' 
for the workmg classes For it arranged that part of th«r^ ' 
wages should, in effect, bo given in tho form of poor rdicf^^ 
and that this should bo distributed among them in inverse^' - 
proportion to their industry and thrift and forethought, so 
that many thought it foolish to make provision for the futur^ , 
The traditions and mstmets, which v ere fostered by that cvd 
experience, are even now a groat hindrance to the progress 
the workmg classes , and the principle which nominally, at ^ 
least underhes the present Poor-law, that tho State ^lioldd ^ 
take account only of destitution and not at all of merit, ’acts 
m the same direction though with less force , i\ 

Insecurity of this kmd also is being diminished thoj' ^ 
growth of enhghtened views os to the duties of the Stale auif 
of private persons towards the poor, is tending to-mokO^ib/v' 
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eveiy day more time that those who have helped themselves, 
and endeavoured to provide for their own future, ivill he cared 
foi by society better than the idle and the thoughtless But 
the pi’Ogi'ess in this direction remains slow, and there is much 
to be done yet 

Agam, modern methods of business have brought with 
them opportumties for the safe mvestment of capital m sucli 
ways as to yield a revenue to persons who have no good 
opportunity of engagmg m any business, — ^not even in that 
of agriculture, where the land will under some conditions act 
as a trustworthy savmgs-bank These new opportunities have 
induced some people who would not otheimuse have attempted 
it to put by something for their own old age And, what 
has had a still greater effect on the growth of wealth, it has 
rendered it far easier for a man to provide a secure mcome 
foi his wife and children after his death for, aftm all, family 
affection is tl^jriaiu_ motive of savuig Theie aie many ivants 
against which it is impossible to provide directly by stonng 
up goods. But he who has stored up capital from v hich he 
denves a money income can buy what he will to meet Ins 
needs as they arise 

§ 4 That men labour and save chiefly for the sake of 
then families and not for themselves, is shown 
by the fact that they seldom spend, after they tjve o/sa^ag 
have retired from work, more than the income family affec- 

tion 

that comes in from their savings, prefenmg to 
leave their stored-up wealth intact for their famihes, while 
in this country alone twenty miUions a year are saved in the 
form of insui'ance pohcies and are available only after the 
death of those who save them 

^A man can have no stronger stimulus to eneigy and enter- 
prise than the hope of nsing m life, and leaving his family to 
start from a higher round of the social ladder than that on 
which he began ^ It may even give him an overmasteimg 
passion which reduces to insignificance the desire for ease, 
and foi all ordinary pleasures, and sometimes even destroys in 
him the finer sensibihties and nobler aspirations But, as is 
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shown hy tho niaiwollouB growtli of wealth m Ainonta (luting 
the present generation, it makes lilm n mighty producer and 
accumulator of riches, unless indeed ho is in too great a liurry 
to grasp tho social position which his wi^ltli will give him. 
For Ins ambitum may then load him into as great cvtinvn' 
ganco as could have heon induced by an improvident and self- 
indulgent tcinporamcnt 

•’y/ The greatest savings aro made hj thoso who have been 
brought up on narrow means to sii rn h.ard work, who have 
retained their siniplo habits, in spite of succcjss in buRine<e, 
and who noiinsh a contempt for shovvj c!xpcnditm"e and a 
desire to be found at tin ii death ncher than they bad been 
thought to bo This tvpe of th iractcr is frequent in the 
quieter parts of old but vigomus countries^ nnd it was very 
common among the middle cIilssos m the rural distiicts of 
England foi niora than a gent ration nftei the pn:«‘aire of the 
great Erench war and the heavy t i\es that lingered in its 
wake 

5 Next, ns to tho sources of accumulation The power 
, to sav 0 depends on an excess of income ov t’r ne- 

l The source of 

nccumuintion ccssary cxpendituit and this is gr(yvtest among 
comT^'prefits wealthy In this comjtrx, most of the larger 
incomes, but onl> a fow of tho smaller, are cluctly 
derived from capital ^knd, caily in tho present centurv, the 
commercial classes in England had much inoro saving habits 
than either tho country gcntlpinen or tho working classes 
These causes combined to make Engbsh economists of tlio last 
generation regard savings as made almost cxclusiv'cly from 
tho profits of capital 

But even in modern England rent and tho earnings of 
professional men nnd of lured workers aio an important source 
Rent nnd cam- uf accumulation and they have been tho chief 
^ source of it in all the oarhoi stages of civuliza- 

tion iloreover the middle, and especially tho professional 
classes, have always demed themselves much in order to invest 
capital in the education of their children , while a great part 
o t e wages of the working classes is invested in the physical 
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h«v/ liicrh ainbitior?^ arc h^sx'lv to OyVvn\\AlA\.0 vv.vy ^ u 

(leal of public pr\''}VTv\ . ouxt <!\o ^^\v\\•^boA■■ \v\ 

jna<]c in. this form nloiio by <:omo Wx'b to \b' v^vA^\v^ ''' <' 

cmcif-s form no inconsuionblo pavt of tbo \A'>\\ ^\\\ n''W\\\\\A 
winch oar own nge has mhonltni it" JAx'sli'OA^AA'* '11\A 
grotvtli of the co-operatuo imnonu'nt iu aU 
of building societies, ftjoiuHy ii'^v \\\\i\AVt, \ti' 

M orking men’s sanngsdumks A <>„ ulunvti { htd , A\ on . 

HO far ns the immediato ncmimulHliiou v^f tuati'i'lul ' ' 

■wealth goes, the rosoiiices of (ho oooolii'^^ tno liolj |0i tlio 
economists assumed, ontuoly wlioO (hi\V iUHt tl|loiili itl 
paymg -wages’ 


^ It mnst hoirorcr bo odinlttod Hint ivlint liy (lid liKhId iif 

proiwrty is-often only nothlnjpnoi’d Omn julvhld WHIillll ftiil'linvi'il ((0 l> ilillit 
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con%ertiWo ■with ^stained froi^ of f 

:U .Ueu a pe--" g, wTth «:Vpa^#^ef 

liebadtliopo"^®^ f, iure bis absUnoncC f of •■wcnltb.'^^ 

act of consumP to gcnorni^- 

Since, tbo accumulation of vrt. 

the result P« ^ „^an . 

TbisTsnllmgness toJ^^^^^ of 

influence of ^hile to gi' e up P"^®" ^ are to be scOtit^ ^7 

tbose future It mil tbet^o^" ' 

"t^fu” o 

^mtbS exception remarketl trro 

that m wealth. j t.^g>; 

„tonte ■-'‘oo ‘''oy J;;” It mwrest, “*« Ba” 

to enay. they eont«no rnorchante Sro«>^^ 

interest » at alowerr.^ themedves and the. . ^ 

nttion to generation, n„l.i«^"f‘ 

« Mnnicipal goB-'^oTlcfl .^tli 'ffenltU 

tftventics i> ^ vnsn^ DUiit ,ii 
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AjhI it js JUS iiiir }!m\, ns }{ wn'i IheJi, iltnfc ninny nien retire 
fn>ni ini-itn^v when the\ m-e >el nlmosfc m the prune of hfe, 
nint nln>n tlnir krowictige of men and (lungs might enahlo 
tin m to (mmlnoi tlimr husmess more etlicionlly than caci 
A gain, ns Mr Kaignnt hnu pointrxl out, if a man lias decided 
(a go on ^Ulrklng and aamog id! he lias promded a certain 
ineoim* for his old age. “j for lus family aftei Ins death, lie 
"^ill liiid tint iu h.n to kv\<* more if the nilo of interest is low 
than if it is high Suppose, for instance, that lie \Mshct to 
pnnitie an income of dilOO a on ^^lnch ho may retiie 
irvno lni‘un“;s, or to insun* XlOO a year foi his nifo and 
childri n nlU’i hn dt-ath it then the current rate of interest is 
A r omt , Im nnai oiih put hi -£8,000 or insure his life for 
, Imt if It IS i jan emit, he must sa\e .£10,000 or 
iiisun' his hfe fm £10,000 

U is then possible that a continued fall in the rate of 
intriv'st may Iw accTun|vinicd h) a (ontimicd increase in the 
yeaTK ndditioiis to the world's capital But none the less is 
it true tit It n fall in tiic distant IxmeJits to be got h} a giien 
amount of working and vniting foi the futuio dots tend on 
the whole to dimmish the pi'uvision which people make for 
ihr futuie; or in more modem phmsc, that a fall in the late 
of interest tends to check the actnmulation of wealth For 
though wjtli man's gi-owing command oiei the i-esouices of 
nntime, lie m ii continue to mic much oien mth a low rate of 
interest; cet, while human nature remaniK as it is, oieiyfall 
in that rate is likely to canse many more people to save less 
thiui to s,i-ve more thin the} would otherwise haie done 
4 To sum np — Tiic accumulation of wealth is goiemed by 
a gieaf larieti of causes by custom, by habits of self-control 
and rcthrmg tlie future, and nboic all by the powei of family 
nflection. Secniity is a necessary condition for it, and the pro- 
gies$ of knowledge and intelligence furthers it m many ways 

A nse in the rate of interest, or demand price for saving, 
tends to incienco the lolumo of sanng For in spite of the 
'Jiiuit that a few people who liavo deteiamned to socuie an 
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income of a certain fixed amount for themselves or their 
family vdl save less "with a high rate of interest than, with a 
low rate, it la a nearly universal rule that a nee in the rate 
increases the desire to save , and it often increases the power 
to save, or rather it is often an indication of an increased 
efficiency of our productive resources’ 


1 The foUoTving estimates may be of interest , tbongh the dojnent of nn- 
certainty in all of them is vorv great 


Country and 
Author of 
Ustliunte 

Land 

C mlllltSn 

llouaca, 

Ac, 

£ nilUlon. 

Farm 
capital 
£ million 

Other 

vrcaUli. 

£ million. 

Total 

woaUh. 

£ million 

ITcallh 
per cap. 

Engiakd 







ICW (Gregory King) 

180 

46 

26 

70 

320 

58 

1812 (Colquhonn) 

750 

800 

143 

053 

I.&IG 

ISO 

1885 (Giflen) 

1,333 

1,700 

882 

8,012 

6,427 

815 

TmTED KCtODOlI 







1812 (Colquhonn) 

1,200 

400 

228 

208 

2,706 

160 

1865 (Giffen) 

1,884 

1,031 

020 

2 698 

6,113 

200 

1876 (Giffen) 

2,007 

1,420 

068 

4,453 

8,548 

260 

1885 (Giffen) 

1,C<11 

1,927 

622 

5,897 

10,037 

270 

1905 (lloney) 

966 

2,827 

285 

7,326 

11,413 

265 

United Stvteb 







ISSO (Census) 

2,0-10 

2,000 

460 

4,208 

8,728 

176 

1900 (Census) 





18',6G0 

217 

ritMiCB 







1878 (do Poville) 

4,000 

1,000 

660 

2,440 

8,000 

216 

Itadv 







1831 (Pantaleoni) 

1,160 

1 

860 



1,020 

05 


The senes of hail harvests and the difficulty of importing food dnnng 
me great war at the beginning of last century imiiovorishod the people of 
h^land, but nearly doubled the notmnal value of the land of England. 
Since then ^ trade, the improvements in transport, the openmg of new 
Muntrics and otner causes have lowered the nominal value of that port of the 
hmd which IS devoted to agnoulture, but have added much to the real wealth, 
of the people 
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CHAPTER YUl. 


INDUSTRIAL ORGANIZATION 


§ 1 {AVritihs ou social science from tbe tune of Plato 
doT^mvnixls have clchchtcd to dwell ou the m- 

•- The doctnne 

creased cuicieucy winch labour denves from oi- that organiza- 
g.unzabon Adam Smith ga^e a ^T^^d dcscnp- efficiency owes 
tiou of tho nd^ antacrcs of the dn ision of laboui , much to bio- 
he pointed out how they lendei it possible foi 
increased mimlioi's to hie m comfoit on a limited territory, 


and he ai gued that the pressure of population on the means of 
subsistence tends to weed out those laces ivho through want 


of organisation or foi any other cause aie unable to turn to 
the best account tlie advantages of the place in which they 
live \ Befoie two moie geneiatious had elapsed Malthus’ his- 
torical account of man’s stiuggle foi existence set Daiwrai 
thinking as to tlie effects of the struggle for existence in the 
animal w'orld Since that time biology has more than repaid 
her debt , and economists have learnt much from the profound 
analogies winch hai e been discovered between mdustnal or- 
ganization on the one side and the physical organization of 
the higher animals on the other The development of the 
oigamsm, whether social or physical, mvolves a greater sub- 
division of functions between its separate parts on the one 
hand, and on the other a more mtimate connection between 
them Each part gets to be less and less self-sufficient, to 
depend for its well-bemg moie and more on other parts, so 
that no change can take place in any part of a highly- 
developed organism mthout affectmg others also 

This increased subdivision of^functaons, or “differentia- 
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DlffcrentinUon 
and Integra- 


tion” m, lb lb culled, manifests itself Mith regard to imltistry 
in such forms as the dm^ion of labour, and the 
dctelopmont of spcoalirctl skill, kmm lodge atul 
mnchincr\ ivhilc “integration,” that, i', *1 
"roitinK mtimact and iinnncss of the coimectionfi lK't^^eon the 
sepamto paits of the indnstnal orgnnisni, shows itself in sueli 
forms ns the increase <jf secunt) of ronimercial cn'dit, and of 
the means and habits of coninnmication b^ sea and road, b\ 
milwaj and telegraph, by post and pnnting-press This leids 
lib to consider the mam b' anngs in ceonomics of the lav, that 
the struggle for c\ist ones' causes those organisms to multiply 
which aic best titled to dcn\e henofit from their eimronmeut 
This law 18 ofti'ii misuinh'ndcKKl , and taken tc* me.in that 
Theiowof diose orgaiusuib tend to bunice v Inch are 
siniruie for Jilted to fi( tlio ciiMroniuent But this is not 
its innning It stales that those organisms tend 
to sur\i\o which am bcnl Jiilnl to ntthzf the euMronment fot 
their own puipoM*s Now those that ntilirc the cninitinment 
most, ma) turn out to b(‘ those that lionefit it most But it 
miibt not be assumed m any particular case that tlnw are 
thus benehciid, without sjiccml stud) of that case 

Adam Smith was aware that competition did not 


^ 2 


alwa%s cause the bursual of those busmespes and 
those methods of bubiness winch ivere most ad- 


Harmonics 
and discords 

vid^arnndcoi- '‘lutageouB to Bocioty , and though he imnsted on 
esu''^ gcncml nd\antngca of that minute division 

of labour and of that subtle industnal organi- 
zation which were being developed with uncNnmplcd mpidity 
in Ins tune, yet he was careful to indiC'Utc points in whicli 
the system failed, and incidental ovuls winch it involved 
But man) of his followers w ere less careful The) were not 
contented with arguing that the new industnal oiganuation 
was obtaining victones ov er_4t« , rivals in every direction, 
and that tins very fa<!?tfr* ‘it ' nt of tho 
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times, nnd had a good balance of advantages over disad- 
Atiutages but they wentfuither and applied the same argu- 
ment to all its details, they did not see that the -very 
stiength of the system as a whole enabled it to carry along 
with it nianj incidents vluch were in themselves evil For 
a while they fascinated the v orld by their romantic accounts 
of the flawless proportions of that ‘‘batural” orgamzation 
of industry which had grown from the nidimentaiy genn 
of self-inteiest They depicted each man selecting his dady 
voile vith the sole new of getting for it the best pay 
he could, but with the ineintable i&sult of choosing that m 
which he could be of most sernce to othei's They argued 
foi instance that, if a man had a talent for managing busmess, 
lie would be surely led to use that talent for the benefit of 
mankind that meaiivhile a like pursuit of their oivn mteiests 
would lead others to provide for Ins use such capital as he 
could turn to best account , and that his own mterest would 
lead him so to arrange those in his employment that eveiy- 
one should do the highest work of which he was capable, and 
no other. 

This “natural organization of industry” had a fascmation 
for earnest and thoughtful minds , it prevented them from 
Seeing and removing the evil that was inteiirwined with the 
good in the changes that were gomg on around them , and it 
hindered them fiom inquiring whether many even of the 
broader features of modem industry may not be transitional, 
having indeed good work to do m their tune, as the caste 
system had in its time but like it chiefly serviceable in lead- 
ing the way towards better arrangements for a happier age 


1 Physical pecuhontics acquired by parents dnnng their are 

seldom, if over, transmitted. But the chOdren of those vho l^d heathy hves 
physically and morally are perhaps horn with a firmer ^re than othere, and 
certainly are more hkely to he veil nourished, weU teamed, to acqu^e whole 
some mshnets, and to have that self respect which is a mamspnng of progress 
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CHAPTER IX. 


INDUSTRIAL ORGANIZATION, CONTINUED. DIVISION OF 
LABOUR. THE INFLUENCE OF MACHINERY. 


^ 1 The first condition of an efiicient organization of 


industry is that it should keep everyone eni- 
Plan of this '“ij. i X. 

and the two ployed at such w ork as his abuities and training 


following 

chapters 

TVork 


fit him to do ■well, and should equip him with 
the best machmery and other appliances for his 
"We shall confine ourselves to the division of labour 


between different classes of operatives, with special reference 
to the influence of machmei-y In the following chapter we 
shall consider the reciprocal effects of division of labour and 
localization of industry , in a third chapter we shall inquii-e 
how far the advantages of division of labour depend upon the 
of large capitals mto the hands of single indi- 
induals or firms, or, as is commonly said, on production on a 
large scale , and lastly, -w e shall examine the growing speciali- 
zation of the work of business management 

Everyone is fomihar ivith the fact that “practice makes 
Practice perfect,” that it enables an operation, which at 
P first seemed difficult, to be done after a tune 
ivith comparatively bttle exertion, and yet much better than 
efore , and physiology m some measure explains this fact 
Adam Smith pointed out that a lad who had made nothing 
lUustraUona nnils all his life could make them tvnce as 
qmckly as a firstrate smith who only took to nail- 
™ g occasionally Anyone who has to perform exactly 
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the same set of operations day after day on things of exactly 
the some shape, gradually learns to move his fingers exactly 
as they are wanted, by almost automatic action and with 
gi eater rapidity than would be possible if every movement 
had to wait for a deliberate instruction of the wilL One 
famihar instance is seen in the tying of threads by children in 
a cotton mill Again, in a clothing or a boot factory, a person 
who sews, whether by hand or machinery, just the same seam 
on a piece of leather or cloth of just the same size, hour after 
hour, day after day, is able to do it with far less efibrt and far 
more quickly than a worker •with much greater quickness of 
eye and hand, and of a much higher oi-der of general skdl, 
who was accustomed to make the whole of a coat or the whole 
of a boot 

Again, in the wood and the metal industries, if a man 
has to perform exactly the same operations over and over 
again on the same piece of material, he gets into the habit of 
holding it exactly in the way in which it is wanted, and of 
arranging the tools and other things which he has to handle 
in such positions that he is able to brmg them to work on 
one another with the least possible loss of time and of force in 
the movements of hiR own body Accustomed to find them 
always in the same position and to take them in the same 
order, his hands work m harmony with one another almost 
automatically and, as he becomes more practised, his expen- 
diture of nervous force diminishes even more rapidly than his 

expenditure of muscular force 

But when the action has thus been reduced to routine, it 
has nearly arrived at the stage at which it can 
be taken over by machinery The chief difficulty of manual la- 
to be overcome is that of gettmg the machinery Machinery 
to hold the material firmly in exactly the position 
in which the machine tool can be brought to bear on it m the 
nght way, and without wastmg too much time in taking gnp 
of It But this can generally be contrived when it is worth 
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^^h^lo to spend some Inbour and e\pcn“c on it, and thon the 
•whole operation can often be controlled h\ a ■\^o^ker who, 
sitting before a machine, takes snth the left hand a piece of 
wood or metal from a heap and jmts it in a sockoi, while with 
the right he draws down a lc\cr, or m some other wai, setc 
the machine tool at work, and finall) with his left hand 
throw B on to another heap the material w Inch has Iwen rut or 
punched or drilled oi jilaned o'snctl} after a gi\eii pattern 
trims machineta constantly supplants that puroh maminl skill, 
the attainment of whnh was, c\on up to Adam .Smith's tune, 
ithe chief ad^antago of diMKion of lalmui i Ilul, at the same 
jtiine, it increases the scale of manufactures and makes them 
jiuorc complex , and, on the whole, increases the opportunities 
.for division of labour of all kinds, and cspccmlU in the matter 
Jof business management 

§ 2 The powei-s of machnien to do work that requires 
too much accuracy to bo done hy hand an* perhaps best swu 
imerchonce- Some branches of the metal industries in which 
able Parts gj stem of luterx-liangenhle Paris is hein^ 

rapidly^ de\ eloped It is only after long training and with 
much care and labour that the hand can make one piece of 
metal accurately to resemble or to fit into another* and after 
all the accuracy is not perfect But this is just the asork 
which a well made machine can do most easily and ■most per- 
fectly For instance, if sowing and reaping machines Imd to 
be made by hand, their first cost aaould he aen high, and 
w hen any part of them aa as broken, it could lie replaced only 
at groat cost by* sending the machine back to the manufacturer 
or by bnngmg a highly skilled meebame to the machine But 
as it is, the manufacturer keeps in store many facsimiles of 
t e roken part, avhich avere made by the same maclimery, 
^ ^^^horefore interchangeable w’lth it A farmer in the 
ort est of America, perhaps a hundred miles away from 
uny go*- mechanic a shop, can yet use complicated machinery 
with confidence, since he knoavs that by telegraphing the 
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number of the machine and the numbei of any part of it 
vhich he has Ijrokcn, lie wull get by the next train a new 
piece which he can himself fit into its place The importance 
of this punciplo of interchangeable parts has been but re- 
cently grasped, there aie howeier many signs that it will 
do moi'c than any other to extend the use of machme-made 
nnchinciy to every branch of pioduction, including even 
domestic and agncultural work 

The influences which machinery exerts over tlie character 
of modern industiy are veil illustrated in the The watch- 
manufacture of watches A few years ago the making trade 
chief sent of this business was in French Switzerland , where 
the sulxlmsion of labour was earned far, though a great part 
of the V ork v as done by a more or less scattered population 
There were about fifty ebstmet bi’anches of trade, each of 
vlnch did one small part of the Moik In almost aU of them 
a highly specialized manual skill Mas lequired, but very httle 
judgment , the eaniings v'ere generally loiv, because the tmde 
had been estabhshed too long for those in it to ha\e anything 
lilio a monopolv, and there was no difiiculty in bnngmg up 
to it any child with oixlinary intelligence But this mdustry 
IS noM' jnelding ground to the Amoncan system of making 
watches by machuieiy, vhich requii'es i^ery httle specialized 
manual skiU In fact the machinery is becoming every year 
inoi’e and moie automatic, and is getting to reqmi-e less and 
less assistance from the human hand But the more dehcate 
the machme’s powei, the gi'eatei is the judgment Machinery in- / 
and carefulness 11111011 is called for from those creases the de- 

1 1 mand for gene- 

vho see after it Take for instance a beautitul rai inteiii- 
maclnne winch feeds itself with steelwire at one 
end, and dehvers at the other tiny screws of exquisite form ; 
it displaces a great many opeiatives who had indeed acqmred 
a very high and specialized manual skdl, but who lived 
sedentarj” hves, straimng their eyesight through microscopes, 
and findmg in their woik very little scope foi any faculty 
M 10 
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except a mere command o\er the us'e of thoir lingci-b But 
tlie machine is intncate and costly, and tlie peixoii nho nunds 
It must ha\c an intelligence, and an energetic sense of rcsp«;n 
sibihtj, nliicli go a long 'waj townnh inahing a fine thamctei , 
and which, though more common than they wort, are jct 
suflicientl) mi-c to ho able to earn a \er} high rate of paj 
Ko doubt tins is an extreme case, and the greater pnii of the 
woik done in a watch factory is much simpler But much 
of it requiies higher faculties than the old system did, and 
those engaged in it cam on the average higher w ages , at the 
same time that it has alreadv brought the price of a tnist- 
worthy watch inthin the range of the poorest classes of the 
comraunit-v , and it is show ing signs of lieing able soon to ac- 
complish the %ery highest class of work 

Those who finish and put together the dillerent pails of ft 
and weakens must alwa>s haio highly S 2 )tcialucd '-hill 

harriers be- but most of thc machines which are in use in a 
watch factor}', are not dilTerviit in general cha- 
racter from those which arc nsetl in an} other of 
the lightei metal trades in fact many of them am mere 
modifications of the turning lathes and of the slottuig, punch- 
ing, diilhng, planing, shaping, milling machines and a few 
othei’s, which are familiar to all enguicenng trades This is a , 
good illustration of the fact that while there is a constantly 
lucreasmg subdiinsion of labour, many of the lines of diiTSion 
between trades which arc nominally distinct arc becoming 
narrower and less diflicult to bo passed In old tunes it would 
ha\e been \ery small comfort to W’atcb-makcrs, who happened 
to be sufFeimg from a diminished demand for their wares, 
to be told that the gun-making trade was in want of extra 
an 8 , but most of the operatn es in a w ntch factoiy w ould 
machines lory similar to those with winch they were 
ami lai, if they strayed mto n gun-making fnctoiy or scwing- 
mac line factory, or a factory for making textile machinery 
watc factory with those who worked in it could ho con- 
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Aerted Av dliout uuj ovor\\ helming lossjnto a sewjng-jnaciiine 
fuotoi7 almost the only condition would he that no one 
sliouTd'he put to woik m the new fnctoiy which requiied a 
higher oixler of genoml intelhgonce, than that to which he 
M IIS all eady accustomed * 

3 We may now pass to considei the effects ulnoh 
machmeiy has in reheving that excessive mus- 
cular stmin which a few generations ago was the i^ves'th?" 
common lot of more than half the woikintj men ^u- 

e\eu in such a country as England The most 
m.nxellous instances of the powei of machinery aie seen m 
laige iiun-vorks, and especially in those for making armour 
plates, vhere the foice to bo exerted is so great that man's 
mu‘?cles count foi nothing, and where every movement, whe- 
thei horizontal oi vertical, has to be effected by hydraulic oi 
steam force, man merely standing by ready to govern the ma- 
chinery and clear away ashes or perform some such secondaiy 
task., , 

-^rnchinerj' of tins class has increased om command over 
nature, hut it has not directly altered the diameter of man's 
V 01 k 1 or}' much , for that which it doea he could not have 
done vnthout it But in othei trades machinery has hghtened 
mnn'f? labours The house-carpentei-s, for instance, make things 
of the same kind as those used by our foiefathers, with much 
less toil foi themselves They now give themselves cluefly to 
those parts of the task which are most pleasant and most 
interesting, while in eveiy country town and almost every 
\ullage there are found steam mills foi sawmg, planing and 
moulding, which lelieve them of that giievous fatigue vlnch 
not very long ago used to make them prematurely old' 

1 The changes m the methods of printing are almost as instmctii e as those 
in vatch mnkmg They are traced m PnncijAcs TV rx. 6 

3 The jack plone, used for making smooth large hoards for floors and other 
puriioscb, vas the v orst enemy of the carpenter All hut specially skilled men 
ircre compelled to spend a great part of their time ivith the jack plane, and 
this brought on heart disease, making them ns a rule old men by the time they 

10—2 



148 


BOOK IV. CH IX. ^ 3, 4 


New machmeiy, "vslien just invented, genemlly requires a 

Machinery S' of care and attention But the v ork 

takes over mo- of its attendant IS always being sifted, tliat 
notonous work , , r i . in 

winch IS uniform and monotonous is gradually 
taken oi ei by the machine, it Inch thus becomes steadily more 
and more automatic and self-acting, till at last theie is no- 
tlmig for the liand to do, but to supply the matenal at certain 
inteiwals and to take away the woik when finished. Thera 
still remains the responsibihty for seeing that the machmery 
IS m good ordei and woiking smoothly, but even this task is 
often made hght by the introduction of an automatic moie- 
ment, which biiugs the machine to a stop the instant anythmg 
goes wrong 

Nothing could be moie narrow or monotonous than the 
occupation of a weavei of plain stufis m the old time. But 
nov one woman ■will manage four or more looms, each of 
vhicli does many times as inucli Mork in the course of the 
day ns the old hand-loom did, and her work is much less 
monotonous and calls for mucli more judgment than Ins did. 
So that foi every hundi^ed yards of cloth that aie woven, the 
purely monotonous woik done by human beings is probably 
not a twentieth part of what it i\ os 

As Roscher says, it is monotony of life much more than 
and lessen* monotonj of Work that IS to be di ended mono- 
m^onotonyof touy of Work IS an evil of the first order only 
v hen it involves monotony of life Nov v hen n 


are to lie oi become promntnroly old tlirongh ovenrork 

those emratiofl in o. ° ®*c]usiToly among the professional classes, among 
districts th kinds of business, and In some agncnltural 

ollj underfed Adn ^ ^ is still very lou and the people are hahitu 

«« that "irorkmen. .vhen ttey are hberally 
tntion m a themselves and to rum their health and consti- 

not sumiosed i .“‘'^^ter m Ismdon, and in some other places, is 

XssTScirs^sn'^1,^ <'‘eht years Almost eveiy 

sue opphcation to fim! ^ Particular infirmity occosioncd by excos- 
C^pteVvn " ^rcalth o/A'nOm,*, Bookn 
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pei'bOu's employment requites much physical exertion, he is fit 
for nothing after Ins woik; and unless his mental faculties 
arc called forth in his woik, they have little chance of being 
clcv’eloped at all But the neivous force is not very much 
exhausted in the ordmarj* ■woik of a factor}’', at all events 
•\vheio thci'c IS not excessive noise, and where the hours of 
laboui aie not too long The social sui roundings of factory 
life stimulate mentnl acti’suty in and out of working houi’s, 
and men those factoiy workers, whoso occupations aie seem- 
ingl}’ the most monotonous, have moi-e intelligence and mental 
resource than has been shovui by the Enghsh agricultural 
laboui*ei, vdio^so employment has moie vanety It is time 
that the Amei ican agriculturist is an able man, and that his 
chikben nso lapidl} in the uorkl But partly because land 
has been plentiful, and ho has generally owned the farm that 
ho cultnates, ho has had better social conditions than the 
Enghsh , ho has always liad to thmk foi Imnself, and lias long 
had to use and to lepaii complex machines The English 
agncultuial labourci has had many great disadvantages to 
contend with, but is steadily impioiing his position 

§ 4 IVe may next consider what arc the conditions under 
which the economies in jiroduction arising from 
dmsion of labour can best bo secured / It is ofskiiUnd^a- 
obvious that the efficiency of specialized machi- 
nory or 'specialized skill is but one condition of unless thcscaie 
its economic use, the other is that sufficient woik 
should bo found to keep it -well employed J As 
Babbage pointed out, in a large factory “the mastei manu- 
factuiei by dividing the woik to bo executed into different 
piocesses, e<ich requiring different degrees of skdl or force, 
can purchase exactly that precise quantity t)f both ivhich is 
necessary for each process , whereas if the whole work were 
executed by one workman that person must possess sufficient 
skill to perform the most difficult and sufficient strength to 
execute the most laborious of the operations into which the 
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■ttoik IS divided” Tho economy o£ productnm leqmres not 
onh that each person should bo employed constantly m a 
naiTOM mngo of vork, but also that, vs hen it is nccessaiy for 
him to undertake different tasks, each of thc-so tasks should 
be such as to call fortli as much ns possible of Ins skill and 
abilit} Just m the same May tho economi of inachmerv 
requires that a ])oMciful turning-lathe Mhen Bptcmllj armn"cd 
foi one class of ivoik should be kept cniploNed as long as 
possiiile on timt m oi k , and if after all it is necessarj to 
emjiloy it on otlioi Mork, that should be such as to ho Morth) 
of the lathe, and not such as could lane liecu done cqualh 
Moll h} a much snmllei machine 

IMany of those econoimcs m the uhc of specialized skill and 
niaclunei’3 mIucIi aie commonly regarded ns Mithin the loach 
of sei j large establishments, do not depend on tho size of indi- 
Mdunl factoiies yomo depend on the aggregate production of 
the kind in tho neighbouihood , mIiiIo others again, ospccinllj 
those connected with the gioM'th of know ledge and tho pro- 
gress of tho arts, depend chiofl> on the aggrognto solume of 
production in the whole cmlized world And here we inaj 
mtioduce two techmcal terms We inaj diiido tho economics 
aiisuig from an increosse in the scale of piotluction of any kind 
External and goods, into tw o classes. Tlioso ■sviuch we have 
nomie^ discussing maj' be calletl Internal Economies, 

because they arc dependent on tho lesources of 
tho indnidual houses of business engaged in it, on their 
internal organization and on tho eflitiency of then manage- 
ment We have next to examine those External economies 
which arise fiom the general development of an industry and 
especially from the concentration of many businesses of a 
similar charactei m particular localities or, ns is commonly 
said, from the Localization of Industry 
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CHAPTER X 

INDUSTRIAL ORGANIZATION CONTINUED TBOE CONCENTRA- 
TION OF SPECIALIZED INDUSTRIES IN PARTICULAR 
LOCALITIES 

^ 1 I\ an eaily st-nge ot ciMlization eveiy place had to 
depend on its oasu lesources foi most of the 
heaiy wares Mhich it consumed, unless indeed fo^sofiocai- 
it happened to have special facilities for watei jndus- 
c.irriago But the slo\\ness with -which customs 
changed, made it easy for pioducei-s to meet the wants of 
consumers w itli w Iiom they had httle communication , and it 
en ibled conlpal•atl^ ely pooi people to buy a few expensive 
goods ftoni a distance, m the secunty that they would add to 
the pleasure of festivals and holidays during a hfe-time, oi 
peihnps e-sen dunng tw'o or three hfe-times Consequently 
the lightei and more expensive articles of diess and pei-sonal 
adornment, togethei with spices and some kinds of metal 
implements used bj all classes, and many other things foi the 
special use of the nch, often came from astonishmg distances 
^'^INIanj various causes have led to the locahzation of indus- 
tiie«, but the chief have been_pliy,'5igaL^ such as 
the chai-acter of the chmate and the soil, oi the origins of 
c-ustence of mines and quarries in the neigh- 
bouihood, 01 w ithin easy access by land or watei 
Thus inetalhc industries have generally been eithei near mines 
or in places where fuel w'as cheap The iron mdustnes in 
England first sought those districts in which charcoal was 
plentiful, and afterwai-ds they went to the neighbouihood of 
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convenes. Staffordshire makes Tnany Id ndff ef 
materiflli^of which arc imported from a loftg distance) 
she has cheap coal and excellent clay for inaldrig' th‘e‘htoAiy%! 
“seggara” or boxes in which the pottery is placed . whilel^ng^< 
fired Straw plaiting has its chief homo in B^fdi^S’hir^,^ 
where straw has* just the nglit proportion of silox 
strength without brittleness, and BuckingharnHhirO^^hc&h^^'J 
have afforded the matonal for the Wycombe chnarmnkingl 
The Sheffield cutleiy trade is due chiefly to the oxcellcnt 
of which its gnndstones arc made. 

Another chief cause has been the_j)atronagc of fL2?5^5 
The rich folk tliorc assembled make tTamonolSr^ gOods^^^ 
specially high quality , and this attracts skilled workmcn!*:^^;^' 
a distance, and educates those on the spot Thus tho'in^cha^/- 
mcal faculty of Lancashire is said to be duo to the infl,ueii&',^ 
of Norman smiths who were settled at Wamngton hy 
de Lupus in Wiiham the Cunqueror’s time And thefgmwi^^'' 
part of England’s luanufnctunng industry before tho era^.of 
cotton and steam had its course directed by settlcmcnta'^irft; 
Flemish and Huguenot artisans, many of which weto'^madep 
under the immediate direction of Plantngeneb and .Tn’ddr,^ 
kings These immigrants taught us how to weave woblll^t 
and worsted stufis, though for a long tune wo sent our^cIoQis p 
to the Netherlands to be fulled and dy ed They ^ught" tia 
how to cure herrings, how to manufacture silk, how to 

lace, gloss, and paper, and to pro^^do for many other ot’dur^’ 
wimts 7 

^ ^ § 2 When an industry has once thus chosen, 'a locality^^ 

"Advontagw of ^ there long, eo-^ab’j 

the advantages winch people followin'^r tliS / 
rediu^akm* ^^me skilled trade get from near neighbourhood^ 
to one another. J^The mysteries of the, trad&bg^ 
wmejinjnyster^, hut are os it were io^thVau^'^an^^cfiildrent , 
iearu many of them unconsciously j Good work is’^i^htry^' 
appreoia , inventions and improvements in mocfimerj^in.^^ 
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proccssei> and llio general oiganizntion oi. the business liaise 
then monts pwmptly discussed , if one man starts a neiv idea 
it IS tahdn up by othcis and combined nith suggestions of 
their own, and thus becomes tho source of further new ideas 
And presently subsidiary trades giow up in the subsidiary 
neighboiiihood, supplying it with implements and ‘rodes, 
materials, organizing its tiaffic, and m many ways conducing 
to tho economy of its material 

Again, the economic use of expensive machinery can some- 
times bo attained m a leiy high degiee in a specialized 
district m %\hich there is a laigo aggregate pro- "’achinery, 
ductiou of the same kind, even though no individual capital 
oinploijed in the trade bo %eiy large For subsidiary ludus- 
tnos deioting themsehes each to one small branch of the 
process of production, and working it for a great many of 
their neighbours, are able to keep in constant use machinery 
of the most lughly specialized character , and to make it pay 
its expenses, though its onginal cost may ha% o been high, and 
its r?ite of dciireciation very rapid 

-Vgain, in all but tho earliest stages of economic develop- 
ment a localized industry gams a great advantage market 
finm the faco that it offers a constant maiket foi^ 
skill ^ Employei's arc apt to resort to any place where they 
are hkely to find a good choice of woikers ^vlth the special 
skill winch they lequiie, while men seeking employment 
naturally go to places where they expect to find a good maiket 
for their skill, in consequence of the presence of many em- 
ployers vho i-equire its aid The owner of an isolated factoiy 
is often put to great slnfts foi want of some special skilled 
labour winch has suddenly run short , and a skilled workman, 
w'hen thrown out of employment m it, has no easy refuge 
jjOn tho other hand a localized industry has some disad- 
vantages as a market for labour if the work done m it is 
chiefly of one kmd, such for instance as can be done only by 
strong men In those iron distncts in winch there aie no 
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textile or other factories to gise emplojinent to ^\omen and 
But there may children, ages are high and the cost of hiliour 
be too exien- dear to the emplojor, tthile the ascrage inoury 
foroL*hind"o'f earningK of cacli famih arc low But the remedy 
labour jg olmous, and is found in the grow th 

in the “viuic neighlwurhood of mdustnca of a supplement aiy 
character Thus textile industries are constanth found con- 


gregated in the neighlxiurhood of mining and engin<oriug 
industnes, in some ense^ hamig heen attneted hi almost 


impel ceptible stops, lu others, ,ls for instance at Barrow, 
hating been started dehberatch on a large scale in order to 
gite tanetj of cmplojment in a plae<> whore prctioiish there 
had heen hut little demand for tlie work of women and 


children 


The adtautagcb ot \anet\ of emplotment art combined 
with those of localized industne.s in some of our inannfactunng 5 
towTi'i, and this is a chief cause of their continued growth | 
But on the other hand the \ aluo w Inch the central sites of a 
large town have for tmding pulposp^, enables them to com- 
mand much higher ground-rents than the situations arc worth 
foi factories, eion wlicn account is taken of tins combination 
of adMiiitages and there is a similar competition foi dwelhng 
space between the emplo\vi> of the trading houses, and the 
factory workers The result is tliat f ictones now congregate 
in the outskirts of large towns and in manufacturing districts 
in then neighbourhood rather than m the towns themselves 
A district winch is dependent chiefly on one industir is 

Different in to, extreme depression, m case of a fallmg- 

dustries in the demand for its produce, or of a failure 

bowhood'**'*’” ^ ®'^PPb raw inatenal w Inch it uses 

^ig«te each This evil agaui is in a great measure as oided hy 
Bions ^ those large towns, or huge industrial districts in 
w hich several distinct industries are strongly de- 
a e oped If one of them fails for a time, the others are likely 

to support It m many ways, chiefly indirect, one of these 
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being that they keep in heart the local shopkeepei's, who are 
thus enabled to continue their assistance longer than they 
othei ^\nse could, to the workpeople in those trades tliat happen 
to^e depiessed * 

'■-^Tt is instructive to study the influence of improved means 
of communication on the charactei of England’s 
industries Tlie agricultural population has di- disSbuuon^f 
mimshed lelatively to the rest, though not so fast England’s an- 
as IS commonly supposed Manufacture employs 
a rather smallei piopoition of the population than it did a 
generation ago But there has been a great increase since 
1851 in industries in which the progress of invention has 
done little towards econoraizmg effort, and which meet groiving 
demands Prominent among these are the service of Govern- 
ment, central and local , education of all gi ades , medical 
service, musical, theatrical and other entertainments, besides, 
mining, building, dealing and transport by road and i nil way { 
In none of these is very much direct help got from new 
inventions man’s labour is not much more efficient in them 
now than it was a century ago and therefore if the wants for 
which they make provision increase m proportion to our 
general wealth, it is only to be expected that they should 
absorb a constantly growing proportion of the industrial 
population Domestic servants increased rapidly foi some 
years , and the total amount of work which used to fall to 
them IS now increasing faster than ever But much of it is 
now done, often with the aid of machineiy, by pei'sons in the 
employment of clothiers of all kinds, of hotel proprietors, 
confectioners, and even by vaiious messengers from grocers, 
fishmongers and others who call for orders, unless they aie 
sent by telephone In consequence the number of domestic 
servants is just now (1891 — 1901) growing only at about 
the same rate as the total population These changes have 
tended to increase the specialization and the localization of 
industries 
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CHAPTER XL 

ISDTJSTllIAL ORGA^nZATION, CO^^TI^'TJED PRODUCTION 
OK A LARGE SC.VLE 


§ 1 The advantages of piodnction on a large scale are 

best shown in manufacture , under which, head 

la^icaU™ include all businesses engaged in work- 

our present .^p matenal into forms in which it wdl be 

purpose a A 

adapted for sale in distant markets The cha- 
racteiastic of manufacturing industnes which makes them 
offer generally the best illustrations of the advantages of pi'O- 
duction on a large scale, is then power of choosmg freely 
the locality in which tliey wdl do then work They are 
thus continsted on the one hand with agncultuie and other 
e^-tractne industnes (mining, quaiiying, fishing etc ), the geo- 
graphical chstnbution of winch is determined by natme, and 
on the other hand with industnes that make or repair things 
to suit the special needs of mdividual consumei’s, from whom 
they cannot be far removed, at all events wnthout great loss 
Tlie cluef advantages of production on a large Sjrale„ar6^ 
Economy of economy of skdl, economy of machinery and eco- 
materini nomy oT matenols but the last of these is rapidly 

losing importance relatively to the other two It is true that 
an isolated workman often throws away a numbei of small 
things which w'ould have been collected and turned to good 
account m a factory, but waste of this kmd can scarcely 
occur m a localized manufacture even if it is in the hands of 
small men , and there is not very much of it m any branch 
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of imitistn- in modem iLnglnnd, oxcopt agrlcult^lre and 
douAMte ct-^olving' 

But vrnall fnctoric'; arc still placed under a gieat disadvau- 
tree, even in a locahrod industry, b}' tbe growing specialized 
vnnoty nnd evpensn oness of mnehmor}' For in >”“chinery 
n large e-stablislnuont there am often manj expensive machines 
each made specially for one small use Each of them requires 
sjwice in a giual light, nnd thus stnnds for something considei- 
nblo in tlm itmt nnd general expenses of the factoiy , and 
independently of intere-'t and the expense of keeping it in 
ivpair, a heaix’ allow unco must be made for depreciation in 
consequence of its being probably improved upon before long 
A small manufacturer must tbemfore ba\e many tlimgs done 
In Innd oi by imperfect mncbiner}', though he knows how' to 
have them done better and cheaper by special mnchmei'y, if 
only he could find constant employiuent for it 

But ncxb a small manufneturer may not always lie ac- 
quainted w ith the best niacluneiy for Ins pui-pose improvements 
It lb true that if the mdusliy m which he is in machinery 
engaged has been long ostabhbhcd on a large scale, his ma- 
chinen wnll he well up to tlio mark, provided ho can affoixl to 
buy the best in the iimikct In agnculture and the cotton 
industries for instance, iinjirot ements in machinery are deinsed 
nlmost exclusi\ely h;j machine makers, and they are accessible 
to all, at any rate on the payment of a royalty foi patent 
right. But this is not tlio case in industries that are as yet 

1 Xo douht many ol Uio most importaut ndvniices of recent years Ln-ve 
Jieen duo fo the ntihzing of vhnt had been a waste product, but this hns been 
goiiorally duo to n distinct iiw cntioii, cither cbeimcnl or mocbanicnl, the use 
of wliich bos lioon indeed promoted by mmutc subdivision of labour, but has 
not licon directly dopcndoiit on it 

Agabi, it IS true that when n hundred snits of furniture, or of clotliuig, 
liavo to be cut out on exactly the snuio pattern, it is worth while to spend 
great core on so planning the cntling out of tbo boards or the cloth, that only 
n low small pieces nro wasted But this is properly an economy of slnll, one 
planning is made to suffice for many tasks, and therefore can be done well and 
carefully. 
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in an early stage of development or are rapidly changing their 
form, such as the chemical industries, the watchmaking in- 
dustry and some branches of the jute and silk manufactures , 
and m a host of trades that are constantly springing up to 
supply some new want or to work up some new matenal 

There are however some trades m which the advantages 
V inch a large factory derives from the economy of machinery 
almost vanish as soon as a moderate size has been reachefl 
For instance m cotton spinning, and calico weavuig, a com- 
paratively small factory ivill bold its oivn and give constant 
employment to the best known machines for every process so 
that a laige factory is only several parallel smaller factones 
under one roof, and indeed some cotton-spmners, ivhen en- 
larging their woiks, think it best to add a weaving depart- 
ment. In such cases the large busmess gams httle or no 
economy m machinery, but even then it generally saves some- 
thing in builoUng, particularly as regards chimneys, m the 
economy of steam power, and m the management and repairs 
of engines and machmery Tins last pomt is of rather more 
importance than appears at first sight , and large works even 
though they produce notbmg but soft goods, have generally 
weU-oi ganized carpentera’ and mechamcs’ shops, which not 
only dimmish the cost of repairs, but have the important 
advantage of preventmg delays from accidents to the plant 
Akin to these last, there are a great many advantages 
Buyine and which a large factory, oi indeed a large busmess 
seiung qJ almost any kind, nearly always has over a 

small one A large busmess buys m great quantities and 
therefore cheaply , it pajs low freights and saves on carnage 
in many ways, particularly if it has a railway sidmg It 
often sells m large quantities, and thus saves itself trouble, 
and yet at the same tune it gets a good pnce, because it offers 
conveniences to the customer by having a large stock from 
'' ch he can select and at once fill up a varied order , while 
reputation gives him confidence. It can spend large sums 
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on a(lvorti‘?ing by commercial travellei-s and an othei ways, 
it^ agonic give it tnist-a ortliy information on tiado and per- 
'•onnl innttorb in distant places, and its own goods advertise 
one anotber 

^fanj' of these economies m the matter of buying and 
selling can be secured by a large trading house, Alliance be- 
wbich puts out its vmk to be done by small tween large 
manufacturers or by woikpeoplo at then own amaii^rodu- 
bomes So far therefore they do not tell in the 
direction of desiwpng small manufacturers, but inthet of 
limiting the charactei of the vork of business management 
done b} tbom . as v o shall see more fully in the next chaptei 

2scvtj vnth ivgartl to the economy of skill Everything 
tluit has been said vitb regaixl to the advantages specialized 
winch a huge establHiment has in being able to 
afford Ingbly spccialnetl maclunery apphes equally mtb legaid 
to Ingbl} speciab/ed skill It can contnAe to keep each of 
its employes constantly engaged in the most difficult vork of 
winch he is capable, and yet so to nanow’ the range of his 
work tluit lie can attnm the facility and excellence winch 
come from long-continued practice This economy gives a 
practical supremacy to largo factoiies m industries which offer 
much scope for it, if the work cannot bo subdivided among 
many small factones on the plan described in the lost chaptei 

§ 2 The head of a large business can reserve all Ins 
strenetb for tlie broadest and most fundamental 

° j , The large 

problems of bis tiade be must indeed assure manufacturer 

himself that Ins managers, cleiks and foiemen Bcifwhoiiy'tJ 
are the light men for their woik, and are doing broad ques- 
then work well, but beyond this be need not 
trouble himself mucli about details Ho can keep bis mmd 
fiesli and clear foi thinking out the most difficult and vital 
problems of Ins business, for studying the broader move- 
ments of the markets, the yet undeveloped results of current 
events at home and abioad , and for contn\mg how' to improve 
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the organization of the internal and exterj^ relations^ ofjhif^ 

bnsmess jv 

For much, of this work the small employei; hasaxot^^theA 
tune if he has the ability , he cannot take so broad a^SOCTfey;^' 
of bis trade, or look so for ahead , he must often bo'conte^-;; 
to follow the lead of others And he must spend mucb^^iB|,^ 
tune on work that is below him , for if he is to succeed'at^all,',' 
his mmd must be in some respects of a high quahly, ’ ^d'^ 
must have a good deal of originating and organizing foi'be'J^ 
and yet he must do much routme work. p 

On the other hand the small employer has advaninges'df^^ 
The small ^ master's eye is everywhere ; theje^^, 

numnfacturcr js qq shirking by bis foremen or workmeni^'^o^ 
superintend*- divided responsibility, no sending half-understood^^ 
ence, messages backwards and forwards from otie^d^[^^ 

partment to another He saves much of the book-keepi^,^, 
and nearly all of the cumbrous system of checks that*^Ve^'^ 
necessary m the business of a large firm , and the gam-from ^ 
this source is of very great importance in trades which^,*u^^^ 
the more valuable metals and other expensive materials, vi-,* 
And though he must always remam at a great disad\^1r,''i 
and he gains ®g® ^ gettmg information and in making eiqiSfi- 
muA from the ments, yet m this matter the general course of „3 

modern difiu- ® ^ 

rfon of trade- progress IS on ms aide. For External economies^ 
knowledge constantly growing m importance relatirdy 

to Internal in all matters of trade-knowledge, newspaper^^ 
and trade and technical pubhcations of all In-ndn are i^per-t-^. 
petually scouting for him and bnngmg VnTn mncb of thifo_ ' 
knowledge he wonts — knowledge which a httle while^'^o^^ 
would have been beyond the reach of anyone who could ^ot> 
afford to have well-paid agents m many distant places. Aga^ 

It IS to bis interest also that the secrety of bnsmess is on^Hie 
whole diminishing, and that the most important improvements 
lu method seldom remain secret for long after they^'baVdj? 
passed from the experunental stage- It is to his odvl^fage ' 
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that changes in manufacture depend less on meie rules of 
thumb and moie on broad developments of scientific principle, 
and that mapy of these aie made by students in the pursuit 
of kno^^ ledge foi its o^vn sake, and are piomptly pubhshed 
in the geneml interest Although theiefoie the small manu- 
facture! can seldom be in the fiont of the race of pi ogress, he 
need not be far fiom it, if he has the time and the abihty foi 
availing himself of the modern facilities for obtaming know- 
ledge But it IS true that he must be exceptionally strong if 
he can do this without neglecting the mmor but necessary 
details of the business 

The advantages which a laige busmess has ovei a small 
one are conspicuous m manufacture, because, os 
ve have noticed, it has special facilities for con- ^nspo^"^ 
centratmg a great deal of work m a small aiea 
But there is a strong tendency for large estab- 
hsliments to dnve out small ones in many othei industries, 
in particulai the retail trade is bemg transfoimed, and the 
small shopkeeper is losmg ground daily Laige firms are 
gaming rapidly m the Transport Industries, to a less extent 
m mmmg and very little if at all m agrtculture ' 

* 

1 TLo small sliopkeeper lias special Incilitaes for bnnging his goods to the 
door of his customers , for humouring their several tastes , aud for knorriug 
enough of them individually to he able safely to sell ou credit But the im 
portance of these advantages is dunmislmig Jleanuhile cycles, tramivays 
Ac are makmg it easier for customers to visit largo ccutrol establishments 
for the purchase of those goods ivhich it is important to select from a large 
and varied stock and one •which is constantly rene'wed 'with changing fashions, 
■while groceries and other goods of ■which the small shopkeeper could keep a 
fail supply ore convemently obtained by a rvntten order from the price list of 
shops or stores which turn over their stock rapidly and keep everything fresh 
p uinll shopkeepers hold their oivn fairly -well in some of the i-epairmg trades, 
aiso ni the sale of food, especially to the workmg classes, partly m conse- 
quence of their hemg able to sell goods on credit and to collect small debts 
Sometimes a firm with a large capital prefers ha^vmg many small shops to one 
large one Bnymg, and what production is desirahle, is concentrated under 
a central management , and exceptional demands can be met from a central 
reserve, so that each branch has large resources, without the expense of 
keepmg a large stock 

M . 


11 
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I>’DUSTUIVL OUflAM/ATION, rn^TlNUm. IIUSIXESS 
MANAOIJUEST 


§1 3iusI^'^>s in,i% Ik taken tn inclurlr' all jirOMMon fur 
the NS ants oi others which iR made in the ex- 
managcment pectation of jmvinent direct or indirect from tho^o 
Niho are to he h<nefite<l It iR thiip contrasUxl 
Nsith the proMRion for our o\sn NS'nnlr is Inch each 
of tis makes for himself, and with thoRo kindly sen ices winch 
are prompted by faniih affection and the di'Rire to prouiott* 
the w oU-heing of others 

Eseu m modem Emtland we find now and then n village 
Primitive artisan who adheres to pnimtisc methods, and 
method* irmkcs things on his own account for sale to his 
neighbours, managing Ins own business and undeitaking all 
its risks' I But such cases aiv rare and in the groat ci part 
The modem ‘^of tlie business of the modern world the task of 
undertaker directing protluttion that n giNon offorL ni.aj 
be most effective m supplying human wants lias to be broken 
■up and given into the hands of a speciahzwl laxly of em- 
ployers, or to use a more general term, of business iiicu They 
adventure or “undertake” its risks, they bnng together 
the capital and the labour lequired for the work thej arrange 
or ‘ engineer” its general plan, and supenntend its minor 
c etails Looking at business men from one point of vacw we 

instances of an nOlicrcncc to oM faslnontsl methwls of 
mn^** learned i>rofcssSons, for a piiyeiolau or a solicitor 

manages as a tide Ins own Iraaincss and docs all its work 
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iimj legal d tlieni ai a highly skilled xiidustnal gmde, fiom 
mvothci ns nuddlemeu intcn emng between the manual m oiker 
and the consumer, ' 

Thei'e are some kinds of business men ^\ho undertake 
gioat lisks, and exercise a laige influence oier subdivision of 
the 'vrelfai'o botli of tlie pixtducei-s and of the of 

consunioi's of the wai-es in whicli they deal, but nnd'supenL 
nho are not to anj considerable extent direct em- ^endence 
plaid's of laboui Foi instance some Slanchcstei ivaiehouse- 
nien gl^e Iberasehes to stndymg the movements of fashion, 
the niaiket-s foi raw matenals, the general state of trade, of 
the money maiket and of politics, and all othei causes that 
me likely to influence the prices of difieront Icinds of goods 
duimg the coming season , and after employing, if necessary, 
skillotl designers to cmry out then ideas, they give out to 
manufacturers in difleient paits of the vorld contracts foi 
making the goods on v inch they hn^ o detei’mmed to nsk then 
capital And ni the clothing trades and some others, we see 
a mnal of what has been called the “house House indus- 
industn',’’ V Inch prcN ailed long ago in the textile 
ludustncs, that is, the system m which large undertakera 
g^^o out work to be done in cotUiges and veiy small ivoik- 
sliops to persons who wmrk alone oi wntli the aid of some 
members of their family, oi w ho perhaps employ twm or thrae 
hired assistants In i emote villages in almost eveiy county 
of England agents of laige imdei takers come TOund to gl^e 
out to the cottagera partially prepaied materials foi goods of 
all sorts, but especially clothes such as shirts and collars and 
gloves, and take back with them the fimshed goods It is 
how e\ er in the great capital cities of the world, and in othei 
large towns, especially old towns, where there is a great deal 
of unskilled and unorganized laboui, wnth a somewhat low^ 
physique and morale, that the system is most fully developed, 
especially in the clothing trades, w’-hich employ two hundred 
thousand people m London alon^ and m the cheap furnitui’e 

11—2 
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tmdes There is a continual contest bct^^een the factory 
and the domestic system, now one gaining ground and now 
the other for instance just at present the gro^\lng use of 
sewing-machines worked by steam power is sti engthoning the 
position of the factones in the boot trade , m hile factories and 
workshops are getting an inci eased hold of the tailoring trade 
On the othei hand the hosiery tnide is being tempted back to 
the d\MJling-house by recent improvements in hand knitting 
machines , and it is possible that new methods of cbstnbuting 
poM er by gas and petioleum and electnc engines may exercise 
a like influence on many othei industnes 

Oi there may be a movement to\s ards intennediate plans, 
Sheffield Bimilai to those which are laigoly followed m the 
trades Sheflield trades Many cutleiy firms for instance 

put out gnncbng and other parts of their woik, at piece-work 
prices, to working men who rent the steam power which they 
requii'e, eithoi fiom the fii-m from whom they take their 
contract oi from someone else these woikmeu sometimes 
employing others to help them, sometimes ivorking alone 

Thus there are many ways lu which those who undertake 
the chief nsks of buying and selling may avoid the trouble of 
housmg and superintending those w'ho work for tliem They 
all have then advantages , and when the woikers aio men of 
strong chaiacter, as at Sheflield, the results are on the whole 
not unsatisfactory But unfortunately it is often the weakest 
class of woikem, those with the least resouice and the least 
self-control who dnft into work of tins kmd The elasticity 
of the system which recommends it to the undeitaker, is 
really the means of enabling him to exercise, if be chooses, an 
undesirable pressure on those w ho do his work 

Tor while the success of a factory depends in a gieat 
measme on its having a set of operatives who adhere steadily 
to it, the capitalist who gives out work to be done at home 
1^ an interest in retainang a great many persons on lus 
books , he is tempted to give each of them a httle employ- 
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ment occasionally and play them off one against anothei , and 
this he can easily do because they do not know one anothei, 
and cannot armnge conceited action' 

§ 2 "Wlien the piofits of business aie undei discussion 
they are generally connected in people’s minds 
Avitli the employei of labour “the employer" is requir'd In *e 
often taken as a term practically coextensive manu- 
^\lth the receivei of busmess prohts But the 
instances vhich we have just considered aie sufficient to illus- 
tiate the tiuth that the supermtendence of laboui is but one 
side, and often not the most important side of business woik , 
and that the employei who undertakes the whole nsks of his 
business leally performs tivo entiiely distmct services on 
behfilf of the community, and reqmies a twofold abihty 
The ideal manufacturei, foi instance, if he makes goods 
not to meet special oi'ders but foi the general maiket, must, 
111 his fii'st rdle as merchant and oiganizei of pioduction, have 
a thorough knowledge of livings in his own tiade He must 
have the powei of forecastmg the broad movements of pio- 
duction and consumption, of seemg wlieie there is an oppoi- 
tunity foi supplying a new commodity that will meet a leal 
want oi improving the plan of producing an old commodity 
He must be able to judge cautiously and undei-take nsks 
boldly, and he must of coui-se undei-stand the materials and 
machineiy used m his tinde 

^But secondly in this lOle of employei he must be a natui-al 
leadei of mm He must have a power of fii'st choosing Ins 
assistants rightly and then trusting them fully , of inteiestmg 
them in the business and of gettmg them to tiust him, so as 
to bnng out whatever enterprise and power of ongmation 
there is in them , while he himself exercises a general conti-ol 
over everything, and pieserves Older and unity in the mam 
plan of the busmess 

1 The subject of this section is studied a good deal more fully in Principles 
TV xn 1 — 1 
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Tlie abilities required to mnko nn ideftl 
great and so numerous tliat \cry few persons can exliilnt 
all in a very high degree Tlioir relative importafioo howw^r 
\ano8 \nth the nature of the industry and the tirei^f/ttiO^ 
busmess , and while one employer excels in one o£-quiui-| 
ties, another excels in another ; scarcely any two owe 
success to exactly the same combination of advantages. 
men make their way by the use of none but noble qualito^'^ 
■fthde others owe thur j)nwi»enty to qualities in winch tlioro/ 
18 lory little that is really nilnurahlo except Sagacity 
strength of purpose 

Such then heing the j^cmral nature of the work of huHheSS^ 
management, wo ha\o next to intiuire what opportunities 
different clnsaes of j>p*)pli! lm\o of developing business ahnitjrj^ 
and, when they hnvo ohtaimxl that, what opportunities tllfty 
have of getting I'tjmmuml ovei the lapital rcquirctl to glVeJt’ 
scope 

^ 3 The son of a man ainywlv istahhshed m busini»^ 

The son of n Starts With so many advantages that W’O might 

bu»lne*B man expect huMUCtJi men t<» constitute a sort of castc: 
stattt With * 

nismy advan- dividing out among ihoir wins tho chief poatfl';pl 
command, and founding hereditary dynaktl^ 
which ruled cort-am branches of trade for many gencratiOliS 
together But it is not so 

A man who gets together a great business by his otW 
efforts has probably been brought up by parents of strong 
but alio with earnest character, and educated bj their pcrsoiud 
diaadvnnugea influence and by struggle with diflSonlties in earlji^ 
life. But his children, at all ov'cnts if they were bom after 
he became rich, and in any case his grandcliildren, are periiaps 
left a good deal to the care of domestic servants who are <iibt 
of the same strong fibre as the parents by whose influence ho 
was educated And while his highest ambition was probably 
success in business, they are likely to be at least equally 
anxious for social distmction. *> ’• 1 
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For a time mcleecl all may go ^vell His sons find a firmly 
established tiade connection, and ivhat is peihaps even moie 
impoit-aiifc, a nolbcliosen staff of snboixhnates vntli a geneious 
interest in the business By meie assiduity and caution, 
aA ailing themselves of the traditions of the film, they may 
hold together foi a long tmie But when a full genemtion 
has passed, when the old traditions aie no lougei a safe guide, 
and vhen the bonds that held together the old staff haie been 
diKsohed, then the business almost invanably falls to pieces 
unless it IS practically handed over to the management of nev 
men vho hn\c meanwhile risen to paitnei'ship in the finn 
But in most cases lus descendants ai nve at this result by 
a shoilei loute They piofei an abundant income commg to 
them inthout effort on their part, to one v Inch though twice 
ns large could bo earned only by incessant toil and anxiety, 
and they sell the business to pri\ate pemons oi a joint-stock 
compiny, or they become sleeping partnem in it, that is 
sharing in its nsks and in its profits, but not taking pait in 
Its management in either case the active control oiei their 
capital falls chiefly into the hands of nen men 

§ 4 The oldest and simplest plan for reno\ating the 
energies of a business is that of takmg into Pnvate part- 
partnership some of its ablest employes Or nerships 
agamtwo oi moie people may combme then lesouices foi a 
I trge and diihcult undertaking In such cases theie is often 
a distmct pai-tition of the woik of management m manu- 
factures for instance one partnei vill sometimes give himself 
almost exclusively to the woik of buying raw material and 
soiling the fimsbed product, while the othei is lesponsible foi 
the management of the factoiy and m a tmdmg establish- 
ment one partnei iviU control the wholesale and the othei the 
ictail department In these and other ways private partnei - 
ship IS capable of adaptmg itself to a gieat vanety of problems 
it IS veiy strong and veiy elastic , it has played a great part in 
the past, and it is full of vitality now 



16 S 


BOOK IV. Cir XII. § ') 

§ j But from tlie end of the Jliddle Age*' lo the present 
time there has been m bomc cln'^'.cs of trades n movement 
Joint-stock towards the substitution of public lomt-sloek 
companies companu s, the shares of Minch can hr sold to 
anybody in the open maiket, for pm ate eomjianios, the shares 
lu mIucIi are not tran'-femhlc MilliOUl tlie haic of all con- 
Lonierl The efiect of this change has been to indiu e pcs^ple, 
man) of whom bate no spf>eml knonleilgc of trade, lo gise 
tlien capital into the hands of others einplo)e(I b) them, anu 
111010 has thus ansen a n< i\ distribuiion of the lanoiis part-* 
of the Motk of hustm 's nianageinLiit 

Tlie ultimate underlakcisi of the risks incurred In n joint- 
stock compain aie tlie sliats'holdei’s , but ns a rule tlie) d'* 
not take much active pait in inuiminng the husmess and 
contiolhng its genenil iiolni , and tin \ take no ])in 1 . in stilier- 
intending its details Afli r the business has once got out of 
the hands of Us onginal pnnnou i-s, tlie ixmlrol of it is loft 
chiefly 111 the haiuls <it Dueclois, who if the company i- a 
ici') huge one, piobnbl) own but a itr\ small jiropirtiou of 
Its sliaies, wink the gmit< r put of them Imio not much 
technical knowledgi of tin wuik to lie done. They arc not 
gcnorall) cxpccteil lo gue llieir whole nine lo it, but tho\ 
aic supposed to Imng wide guitnd knowhslgo and sound 
judgment to biai on tin bnja<lcr jimblims of its policy , and 
at the same time to make sme ilmt the “ Mnnagers” of the 
company' aie doing thiii woik thoi-oughli To tlio Managers 
and their as-sisiants is left i gicat part ot the woik of engi- 
neering the business, and the whoh of the woik of suponn- 
tending it but they are not n qiurtd to bring any’ capital 
into it , and they aie sujiixised to he promoted from tho lower 
ranks to the higher accoixling to their zeal and ability Since 
the joint-stock compames in the United Kangdom have an 
aggregate income of more than £2r>0,000,000, and do more 
than a tenth of the business of the country, they ofler very' 
large opportunities to .men w ith natunil talents for husmess 
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niatingemcnt, who liave not inhented any inatenal capital, or 
any business connection 

Joint-stock coinp.inies have great elasticity and can expand 
Ihenisolves without limit when the work to which they have 
set themselves offers a wide scope, and they aie gaining 
gmund in nearly all directions But they ha\e one great 
feouice of weakness in the absence of any adequate knowledge 
of the business on the part of the shai eholdei'S who undertake 
its chief nsks, though a feu of the laigei shareholdei-s often 
exert themselves to find out what is going on, and aie thus 
able to exeicise an effectne and wise contixil o\ei the general 
manigement of the business* It is a stiong pi oof of the 
mai \ ellous growth in recent times of a spint of honesty and 
upiightness in commeicial matters, that the leading oflicei’s of 
gieat iniblic companies yield as little as they do to the vast 
temptations to fraud which he m then u ay If they showed 
an eageniess to aiail themselves of opportumties foi uiong- 
doing at all approaching that of which we read 

it” t t /< 1 T j system 

in the commeicial histoiy of eatliei cmiizations, rendered 
then wrong uses of the trust imposed m them 
would have been on so groat a scale as to pi event growth of busi- 
the de^ olopment of this democratic form of busi- morality 
ness There is every leason to hope that the progiess of trade 
morality will continue, and that it ivill be aided in the future 
as it has been in the past, by a dimmution of trade secrecy 


1 It IS true tlmt tlio head of a largo pntato firm undertakes the chief nsks 
of the husmess, uhile ho intrusts manj of its details to othei's, but his posi 
tion is secured by his potser of forming a direct judgment as to whether his 
subordinates sen e his interests faithfully and discreetly If those to u horn he 
Ins uitrusted tho buying or selling of goods for him take comnussions from 
those with ■whom they deal, he is m a jiosition to dlECo^er and punish the 
fraud If they show fn^ountls^l and promote incompetent relations or 
fiionds of their omo, or if they thomBOlies become idle and shirk their work, 
or even if they do not fulfil tho promise of exceptional ability uhich mduced 
bun to give them their first lift, he can discoier what is gomg UTong and set 
it right But m all these matters tlio great body of tho shareholders of a 
joiiit-stock company are, sni e m n few esceiitiounl ipstances, almost powerless 
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and by increased pubbcity in every form, and thus collective 
and democratic forms of business management may be able to 
extend themselves safely in many directions in which they 
have hitherto foiled. 

The same may be said of the undertakings of Governments 
Government imperial and local they also may have a great 
undertakmE:B future before them, but up to the present time 
the tax-payer who undertakes the ultimate risks has not 
generally succeeded in exercising an efficient control ovmr the 
businesses, and m secuimg officers wlio vvnll do their work 
With os much energy and enterprise os is shown in private 
estabhshments. But the growth of Gov emment imdertakings, 
as well os of giant private businesses or “Trusts” with a 
partial monopoly, is full of dangers to the maintenance of 
that free imtiatuc which is the chief source of progress 
We cannot hovever enter heie into this most important 
question. 

§ 6 The system of Co-operation aims at avoiding these evils 
Co operauve and in that ideal form of Co-operative Society, 
but v\ hich as yet has been scantily realived in prac- 
tice, a part or the whole of those shareholders, who undertake 
the risks of the business, are themselves employed by it The 
employees, whether they contribute towards the material capital 
of the business or not, have a share in its profits, and some power 
of votmg at the general meetings at which the broad Imes of its 
^hey are laid down, and the officers appomted who are to carry 
la po cy into effect Tliey are thus the employers and masters 
o eir own managers and foremen , they have fairly good means 

of jud^ whether the higher work of engmeermg the business 
IS conducted honestly and efficiently, and they have the best 
possi e opjTO^mties for detecting any laxity or incompetence 
m Its detailed administration. And lastly they render nnne- 

^ supormtendence that is 

equired in other establishments, for their own pecumaiy 
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intereste and the piide they take in the success of then own 
business make each of them aveme to any shiikmg of woik 
either by himself oi by his fellow woikmen. 

But unfortunately the system has very great difficulties of 
its own Bor human nature bemg what it is, the 
employes themselves are not always the best pos- 
sible masters of their own foremen and managers, business man- 
jealousies and fiettings at reproof are apt to act 
like sand, that has got mixed with the oil m the bearings of a 
great and complex machinery And m particular, smce the 
hardest work of busuiess management is generally that which 
makes the least outward show, those who woik with their 
hands are apt to under rate the intensity of the strain involved 
in the highest work of engineering the business, and to grudge 
its being paid for at anything like as high a rate as it could 
earn elsewhere And in fact the managers of a Co-operative 
Society seldom have the alertness, the mventiveness and the 
ready vei-satihty of the ablest of those men who have been 
selected by the struggle for sunnval, and have been ti-amed 
by the perfectly free and unfettered responsibihty of private 
business Partly for these reasons the co-opei’ative system has 
seldom been earned out in its entirety, and its partial appli- 
cation has so far attamed its highest success in the task of 
retailing commodities consumed by workmg men — a task in 
which it has special advantages But bond fide co-operative 
production is now at last malong excellent progress 

Those working-men mdeed whose temper’s are strongly 
individualistic, and whose minds are concentrated 
almost wholly on their own affairs, will perhaps grow some of 
always find their quickest and most congemal 
path to matenal success by commencmg busmess as small 
independent “undertakers,” or by working their way upwards 
in a private firm or a public company But co-operation has 
a special charm for those in whose tempers the social element 
IS stronger, and who desue not to separate themselves from 
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thoir old comrados, but to work nmong thorn os tWr' 

Its aspirations may in. some rospocts be higher than 
tice, but It undoubtedl) does rest in n great 
ethical motives Tlio true oMJpenvtor combines n k^TiUn^ 
ness intellect with n spmt full of an earnest Faith , lind'-sonio^ 
co-operative societies hai o been Rcr\ od excellently by men 
great genius both tnenUiily and niomlly — men mIio fof,^ho > 
sake of the Ci>-opcnili\ o Faith that is m them, hove worked^ 
Mith gimt ability and energy, and uith perfect upnghthesS,- 
being all the time content with lo'wcr pay than they 
have got as business managers on their on n account or<foTraJ 
pnTOte firm Men of tins stamp are more common amorig 
olhcers of co-operatno societies than m otlier occupationfl^" 
and though thoj are not \ery common e\cn there, yct it may v 
be hoped that the diffusion of a better knowledge of the trfc''-. 
pnnoiples of co-operation, and the increase of gcneml 
tion are ever) day fitting a larger number of ccHjpcraforsljfor^ 
the complex problems of business management " ^ V** 3 

Meanwhile man) partial applications of the co*opetutiyo' 
T, e oc piancmlc are lieing tried under \'nnou8 condition^,, 
eacii of which presents some new aspect of bufii-': 
ness management Tlius under the scheme of Profit-Sliaririg,' 
a priAate firm while retaining the unfettered management of i 
Its business, pa)s its employes the full market rate of Ivagcs 
w'hether by Time or Piece-work, and agrees in nddition'^t^,' 
divide among them a certain share of any profits that may^be- 
made above a cei Lam fixed minimum , it liemg hoped that tlic'' 
firm will find a matenal ns well us a moral reward in the’ 
diminution of friction, m the increased wnlhngness of their, 
employes to go out of their way to do little things that^may^ 
be of gi-eat benefit comparatively to the firm, and lastly^" 
attracting to themselves workers of more than average ability^ 
and mdustry' ^ 




i Ih SohloBs’ itethoth of Bemunerahon tho tokllon ol Profit dwiring to 

co-operaUoaond otlier forma of « Gain aliatiiig" la wdlshotra ' 
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Otlur )virl5al \iioj«nn{no Mheini'^ avo doin:' f^iiod vork m 
varkni" 3'oritjvnnct* tl>o Oltlltam Cotton 

n >1 ■ ^ ^ t , Other forma of 

\tjUs nro rt’.tlly joinCBtotk com{umo« but pnrtmi Co- 

nmou'Z tb'nr J'bnri'boltiei> an* many woiking nioii 

.1 hptvtal knottU'tlct* of tbo ffatio, though not mnnj' 

t‘f lb* It o^^^l t'tnploM^ 'jhcrv i*? a Iariii*i' oicnicut of co- 

pp'miio , jii til*' PriKbio(i\o o’^nbli^hmonts o'MiC’cl b}' tho 

1 intn of Co-otH'nttt\o bloioK, thmigh tlmr ngcnlt., tho 

Co«{<omti\r W)iolf jth* Socjt*tu*w Unit* tho Scotchmen an; 

in a<Ua'it.v^ m the I^ntrln^h Snciofj th< workers as «uch hn\e 

yet no tlinvt hhat" <jth»r in the nianngomcut or m the 

proi»t>, of the ^\ork“ 

Put \\« niuM not jnn'vue this m«jum further now enough 

Ins bnoj ^ ml to fIiow that the world is onh Hopesforthc 

■{ .** l-eginnmg Ui 1 k' rm<h for the higher work 

t'f the ritite nnnemint in its niiiin difTi'mu foims 

It nnv thenrlore l>e nn'otiabh evjmt^'d To nttoin a nuidi 

lar^^er snns -s m the futur»i than in tin } ist and to ofTei 

» VC Ib'nt ojijj^irfunuies for working iin'ii l-o jimcti'^L tlienisehes 

tn t* r w<jrk of bustiH^s*. inaungeinent, to gmw' into the tnnt 

and rontideme of others, and go-uUmllv rise t^> jiosts in which 

tb> ir IntstTie s abditu"' will find f-io|r 

7 . In rjw'iking of iho dilhcultv that a workmg-nian Ims 

in rjsjng to a jMfsi m which he can tuni his busi- The rise of the 

te s abihlt to full 'ictHumL the tliuf sire.ss is worktne-man 
; , * j j 1 hJnderctl byhis 

isvntmonh laid u]«>n ins want of cnpital but tins want of cap!- 

is aot alwnth he* chief diflicuU} For instance 

the <sntjnrati\< distributive Focietics have accuunilalcd a vast 

fejiiini, on winch they find it diflicult to get a good mto of 

interest . and which llnw would 1h> ivjoiced to lend to nnj set 

of workingmen who could diow that thej liad the capacity 

for dc'ding with diflicult businesa problems Coopomtors v\ho 

lm\e firsth a high ortler of business ability and probity, and 

seconflly the “jM'rsonal capital” of a gn'iit reputation among 

tlnir fdlowK for tliesc tjualities, will linve no difficulty in 
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getting command of cnougli matenal capital for a considerable 
undertaking the real difficulty is to comunce a sufficient 
number of those around them that they have these rai’e quali- 
ties And the case is not very different when an indmdual 
endeavours to obtain from the ordinaiy sources the loan of 
the capital required to start him in busmess 

It IS true that in almost every business there is a constant 
mciuase m the amount of capital i-equired to make a fair 
start , but there is a much more rapid increase in the amount 
of capital which is on ned by people who do not want to use 
it themselves, and are so eager to lend it out that they will 
accept a constantly louei and lower rate of interest for it 
LIuch of this capital passes into the hands of bankers and 
others, people of keen intellect and restless energy , people 
who have no class piejudices and care nothing for social 
distmctions, and who would promptly lend it to anyone of 
whoso busmess ability and honesty they were convinced To 
say nothing of the credit that can be got in many bnsmessK 
from those who supply the luquisite raw matenal or stock m 
trade, the opportunities for diiect borrowing are now so giuat 
that an mci'ease m the amount of capital required for a start 
in busmess is no very senous obstacle m the way of a person 
u ho has once got o\ er the iiutial difficulty of eanimg a repu- 
tation foi being likely to use it well 

But perhaps a greater, though not so conspicuous, bmd- 
raiice to the nse of the workmc man is the 

nna even more ''to 

by the growing growmg complexity of business The head of a 
boSncM ^ business has now to think of many things about 
u hicb he never used to trouble himself m eaiber 
days , and these ai e just the kind of difficulties for winch the 
teaming of tlie ivoikshop affords the least preparation- Against 
this must be set the rapid unprovement of the education of 
the workmg man not only at school, but what is more im- 
portant, m after life by newspapers, and from the work of 
co-opeiutive societies and trades unions, and m other ways 
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thi ce-foui tbs o£ the whole population of England 
belong to the ngo^oaming classes, and at all events when 
they arc noil fed, propeil} boused and educated, tliey lime 
Ibeir fair sbaio of that nervous strength vhich is the I'tivr 
ninlerial f)f business abihtj Without going out of then v ay 
the} ai-o all coiisciousl} oi uncon''Ciously competitors for posts 
of business coniiiiand The oixlinai-y workman, if lie shows 
ability gcnemlly becomes a foreman, fiom that he may rise 
to lie a inanuger, and to be taken mto partnership w’lth his 
employe! Or liav mg saved a little of liis own he may start 
one of tho'^e small shops winch still can hold their own in a 
W'orking man’s quaiter, stock it cluefly on ciedit, and let his 
w ife attend to it h} day, w hile ho gii es his evenmgs to it In 
these 01 in othoi wa}s he may inciease his capital till he can 
start a small woikshop oi factory Once having made a good 
hegnimng, ho will find the banks eagei to give him generous 
Cl edit lie must have time, and since he is not likely to 
stui-i in business till aftoi middle age he must hav^e a long as 
well ns a stmng life, but if he has this and has also “patience, 
genius and good foitune” he is pretty suio to command a laige 
capital befoie he dies In a factory those who wmrk with 
their li.mds, liave bettci oppoi turn ties of risnig to posts of 
command than tlie book-keepei-s and many others to whom 
social tindition has assigned a highei place But in tradmg 
concerns it is otherwuse , w hat manual woi k is done in them 
has as a loile no educatmg character, w lule the expenence of 
the office is better adapted foi preparing a man to manage a 
coniincicial than a manufactunng busmess 

Tliere is then on the whole a broad movement from below 
npwaids Peihaps not so many as formerly nse ^ rapid rise not 
at once from the position of vv'oikmg-men to an unmixed 
that of employers but theie nie more who get 
on sufliciently fai to give their sons a good chance of attaining 
to the highest posts Tlie complete rise is not so veiy often 
accomphshed in one generation, it is moie often spread over 
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two , but the total A'olume of the movement upv nrds js pro- 
bably greatei than it has ever been And it may bo remarked 
in passing that it is better foi society ns n whole that the 
nse should be distnbuted ovei tno generations The work- 
men who at the beginning of last renturj' rose In such large 
numbers to become emplojem ■wem seldom fit for posts of 
command they vero too often bnrsli mid tyrannical j they 
lost their self-control, and were neither truly noble noi truly 
happy j while their children were often h.iughty, extravagant, 
and self-indulgent, squandering their wealth on low .and lailgar 
amusements, ha^ mg the w orst faults of the older nnstocracy 
wathout their ^ai-tucs The foreman or supenntendent who 
1ms still to obey os w ell as to command, but who is rising and 
sees his children likely to rise further, is in some ways more 
to he envied than the small master His success is loss con- 
spicuous, but his woik IS often higher and moin irapoitantfor 
the world, while his character is more gentle and rehned and 
not less strong His children ai-e well-trained , and if they 
get wealth, they are likely to make a faiily good use of it 

§ 8 When a man of great ability^ is once at the head of 
Adjustment of independent business, wliateier be the route 
which he has got there, lie will wuth moderate 
good fortune, soon bo able to show such evidence 
of his power of turning capital to good account as to enable 
him to borrow m one w ay or another almost any amount that 
he may need , and on the other hand a man with small ability 
in Command of a large capital, speedily loses it he may 
pel haps be one who could and w'ould have managed a small 
business with credit, and left it stronger than he had found 
it but if he has not the genius for deahng wutli gi’cat 

problems, the larger it is the more speedily wall lie break 
it up 

These two sets of forces, the one increosmg the capital 
at the command of able men, and the other destroying tlie 
capital that is in the hands of W'eaker men, hrmg about the 
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i*esult that tlieie is a fai more close correspondence between 
the ability of business men and the size of the businesses 
which they oivn than at firet sj"ht would appear probable 
'And when we consider all the many routes, by which a man 
of great natuml business ability can work his way up high in 
some private firm oi pubhc company, we may conclude that 
wherevei theie is work on a large scale to be done in such a 
country as England, the abihty and the capital lequii-ed for it 
are pretty sure to be speedily forthcoming 

Further, just as industnal skill and abihty are getting 
eveiy day to depend more and more on the broad faculties of 
judgment, promptness, resource, carefulness and steadfastness 
of purpose — faculties which are not speciahzed to any one 
trade, but which are more or less useful m all — so it is with 
regard to business abihty In fact busmess abihty consists 
more of these general and non-speciahzed faculties than do 
industnal skill and ability in the lower grades and the highei 
the grade of busmess abdity the moie vanous are its apphea^ 
tions 

Smee then busmess abihty m command of capital moves 
with great ease honzontally from a trade which supply pnee of 
18 overcrowded to one which offers good opemugs business abi- 

° ir o com- 

for it and smee it moves with great ease verti- mand of capi- 
cally, the abler men rising to the higher posts m 
their own trade, we see, e\ en at this early stage of our mquiiy, 
some good reasons for behevmg that in modem England the 
supply of busmess abihty m command of capital accommodates 
itself, as a general rule, to the demand foi it , and thus has a 
fairly defined supply pnee 

FmaUy, we may legard this supply pnee of busmess abihty 
m command of capital as composed of three elements The 
first IS the supply pnee of capital, the second is the supply 
pnee of busmess ability and energy, and the third is the 
supply pnee of that organization by which the appropnate 
busmess abihty and the requisite capital are brought together. 

M. 12 
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CHAPTER XIII 

COVCLUSIOX THE LAW OF INCREASING IN RELATION TO 
TILVT OF DIMINISHING RETURN 

§ 1 At the hegimiiug of tins Book -w e saw how the extra 
Eehiin of raw produce vhich Nature affords to 
an increased application of capital and laboui, i^tir'^cha°pt^ 
othci things being equal, tends in the long ran ^ this Book to 
to diniuiish In the remauider of the Bobk and 
especmll) in the last four chapters we have looked at the other 
side of the shield, and seen how man's power of pioductiie 
work inci-eases with the volume of the w’oik that he does 
Considei ing fii-st the causes that govern the supply of labour, 
we saw how' eiory increase in tlie physical, mental, and 
moral "Vigour of a people makes them moie likely, other 
things being equal, to rear to adult age a large number of 
\ igoiims children Turning next to the Grow'th of Wealth w'e 
obsciwed how eA ory increase of wealth tends in many w ays to 
make a greater incretiso more easy than before And lastly 
we saw 1k)W eveiy inci case of w ealth and every increase in the 
nmnbei'S and intelligence of the people increased the facilitias 
foi a highly developed Industnal Organization, which in its 
turn adds mudi to the collective efficiency of capital and 
laboui 

liOoking more closely at the economies an sing fiom an 
increase in the scale of production of any kind of goods, we 
found that they fell into two classes — those dependent on the 
general de^elopment of the industry and those dependent on 
the resources of the indi-vidual houses of business engaged in 
it and the efficiency of then management, that is, into external 
and internal economies 
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We saw bou those latter economios are liable to constant 
fluctuations so far as any particulai house is concerned, and 
theieforo vhen ^\e speak of the normal cost of production of 
any class of goods e must suppose them to be produced liy a 
Ann that is fairly rcpresentntn o of the ^^holo Ixidy of pio- 
A Representa- duccrs of thoso goods Our Representative firm 
tive firm must bo ono which has had a fairly long life, and 
fair success, -which is managed -with normal abilitj, and Ailuch 
has noi-mal access to tlie economies, Evternal and Internal, 
which belong to that aggregate \olume of pi-oduction'. 

Tlie general argument of the present Book shows that an 
increase in the aggregate lolumo of production of anything 
vnll generally increase the size, and therefore the Internal 
economies possessed by this Representatn o firm , and that it 
"Will always increase the External economies to which sucli n 
firm has access , and that therebj the firm w ill bo enabled to 
manufacture at a less proportionate cost of labour and sacri- 
fice tlion before 

^ In other words we say broadly that w hilo the part w Inch 
The Laws of pHys in production conforms to the Law 

Riminishmg Return, the part which man plays 
conforms to the Zaw of Increasing Helurn, 
w 1C 1 may be stated thus — An increase of capital and 
a our leads generally to an improved orgamzatiou, whicli 
increases the efficiency of the wmrk of capitAl and labour 't 

Therefore in those industries which aie not engaged in 
Taising raw produce an increase of capital and labour geno- 
xaBy giv^ a return increased more than in proportion, and 
rther this unproved organization tends to diminish or even 
oiemde any mcreased resistance which Nature may offer to 
mismg moieased amounts of raw produce If the actions of 
WE 0 creasmg and Diminishing Return are balanced 

Beinrn and an 

increased pioduce is obtained~by~Tat>our and 
orifice increased just m proportion 
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Poi the t'sxo tendencies lo^^ards Inci easing and Dnmnisli- 
ing Ketuin press constantly agjunst one another. In the 
])i-oduction of wheat and ^^ool, for instance, the lattei ten- 
dency has almost exclusiio siiay in an old countiy, i\luch 
cannot import fi-cely* In tninmg the wheat into floui, oi the 
wool into blankets, an increase in the aggingate lolunie of 
pidluction bmigs «;ome nen economies, but not many, for the 
tndt"- of gundmg nlieat and making blankets are aheady on 
so great a scale that any new economies that they may attain 
iia* nioi'e likely to be the lesult of new inventions than of 
inipmved oiganization In a countiy lionevei in nlucli the 
blanket tnide is but shglitb developed, these lattei may be 
imixiitiut, and then it may happen that an mcrease in the 
airgiegate production of blankets diminishes the pi oportionate 
dirticult'^ of manufactunng by lust as much as it inci eases that 
of I'lusing the rav matei lal In that case the actions of the 
L.IVS of Dnnnushing and of Incieasing Ketuin would just 
ueuti.ilue one nnothei and blankets vould confoim to the 
Law of Constant Return But in most of the more dehcate 


branches of m innfuctuimg, vhere the cost of raw matenal 
counts foi little, and in most of the modem ti-aiisport indus- 
tnc’’ the L,iw of Increasing Return acts .ilraost unopposed 
^ 2 Our discussion of the character and orgamzation of 
indiisti'^ taken as a -whole tends to show that an subject to cer- 
incmise in the a olume of laboui causes m general, tam condi- 
othoi things being equal, a moie than piopoi- 
tiouate increase m the total efhciency of laboui But we must 
not foiget that otliei things may not be equal The inciease 
of numbei-s may be accompamed by moie oi less geneml 
adojitiou of unhealthy and enoiwatmg habits of life m o\ei- 
ciowded towns Oi it may have started badly, outiunning 
the matenal resources of the people, causmg them vuth im- 
peifect appliances to make excessive demands on the soil. 


1 As regards Uio straggle of tlio two tenfleucios iu agncultare, compare 
atore Book i\ Gb m § 6 
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nn increase of 
numbers may 
be accom- 
panied by a 
more than 
proportionate 
increase of 
collective ciR- 
ciency 


and so to call foitli tlie stern action of the Law of Diminishing 
Return as regards raw produce, without hating the pont'r of 
minimizing its effects having thus begun mth poterty, an 
increase m numbei-s inaj go on to its too frequent conse- 
quences m that weakness of character which unfits a people 
for developing a highly organized industiy 

All this and more maj he granted, and yet it i emains true 
that the collective eOicioney of a people with a 
given average of indmdual strength and skill 
may increase more than m propoition to their 
numbers If they can for a time escape fioni 
the pressure of tlio I^aw of Diminishing Return 
bj importing food and otlier raw produce , if their 
wealth, not being consumed m great wars, increases 
at least as fast as thou numbci-s, and if they avoid habits 
of life that would enfeeble them, then oierj' increase in 
tlieir numbei's is hkel} Jor the time to be accompanied by a 
more than proportionate increase in their pouei of obtain- 
ing matenal goods For it enalih-s thtin to secure the many 
Minous economies of speciahzeil skill and specialized machi- 
neiy, of localized uidustncs and production on a large sciile . 
it enables tliein to liai e increased facilities of communication 
of all kinds, ■while the loiy closeness of their neighbourhootl 
dimimshes the expense of time and effort inioh^ in ever) 
sort of traffic betiveen them, and gives them new opportunities 
of getting social enjoyments and the comfoita and luxunes of 
cultui-e in ev eiy form It is true that against tins must be 
sot the growing chfliculty of finduig solitude and quiet and 
ev en. fi^esh air This deduction is a weighty one , but there 
still remaiiifi a balance of good 

Taking account of the fact that an increasing density of 
population generally brings with it access to new social eiijo} - 
nients we may give a rather broader scope to tins statement 
and say An mci ease of population accompanied by an equal 
increase in. the matenal souroes of enjoyment and aids to 
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ptxtduction IS likely to lead to a moie than proportionate in- 
crease in the aggregate income of enjoyment of all lands, 
pio\nded firstly, an adequate supply of raw produce can he 
obtained ■without great difficulty, and secondly there is no 
such ovemrowding ns causes physical and moral vigour to be 
impaired by the want of fiesh air and light and of healthy 
and joyous recreation for the young 

The accumulated wealth of civilized countiies is at present 
groiving faster than the population and though 
it may be true that the wealth per head would ^ 

increase somewhat fastei if the population did numbers must 

be distinguish- 

not increase quite so fast, yet as a mattei of fact ed from those 
an inci-ease of population is likely to contmue to weaiA°'^ 
be accompanied by a more than proportionate 
increase of the material aids to production and in England 
at the 'present time, wth easy access to abundant foreign sup- 
phes of raw material, an increase of population is accomparaed 
by a mora than proportionate inciease of the means of satisfying 
human wants other than the need foi light, fiesh air, <tc It 
must however be remembered that England’s foreign supplies 
of r^w produce may at any time be checked by changes in the 
trade ragulations of other countnes, and may be almost cut 
off by a great war , while the naval and mihtary expenditure 
■nhich would be necessary to make the country fairly secure 
agdinst this lost nsk, would appreciably dimmish the benefits 
that she derives from the action of the Law of Increasing 
Return^ 

1 TTio Englislimivn “Mill bursts luto unwonted enthusiasm when speaking of 
the pleasures of wandermg alone in beautiful scenery and many American 
writers give femd descnptions of the growuig richness of human life ns the 
backwoodsman finds neighbours settling around him, as the backwoods settle 
meat developes into a village, the village into u townj and the town mto a 
vast city 
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THE BALAKCIKG OF DEMAND AND SUPPLY. 
CHAPTEB I 

OK IvtABKETS 

§ 1 In latei stages of oui v^rk "sve skall ke much 
occupied Mith tlie balancnig of those economic forces of 
giosi'th and dccaj, Minch iinvo been discnsswl ni the last, 
few cliaptcrs in connection m ith tlio rise nnd fall of business 
films But for the piesenl, mo must turn to a simpler soit 
of balancing oi equilibrium, leserabling rather that of a ^ 
weight suspended bj au elastic string, oi of scccial balls 
restmg in a bowl The piesent Book is giieu to a geneial 
mqiury into the balancing of the forces of Demand and 
Supply, these terms being used in their binadest sense that 
38, as hinted at the end of the first chaptei of Book lY , it is 
a bnnging together of the chief notions of that Book and of 
Book m ' 

§ 2 When demand and supply are spoken of in i elation 
to one another, it is of course necessary that the Definition of n 
markets to which they refer should be the same Mnrket 
As Cournot says, “ Economists understand by the temi 
not any' particular market-place m which things are bought 
and sold, but the whole of any region in winch buyers 
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bricks for instance is practically couiined to tbe Dear nei^- 
bonrliood of the kilns in w'hich they ai-e made* they can 
scarcely evei bea’i a long carnage by land to a district tthich 
has any kilns of its own But bncks of certain exceprional 
kinds have a market extending over a great part of England 
§ 4 Let us then considei moi'e closely the markets for 
thmgs which satisfy m an exceptional wav these conditions 
of being in. general demand, cogmzahle and portable. They 
are, as tve have said, stock exchange securities and tlie more 
1 aluable metals 

Any one share or bond of a public company oi any hoiid 
of a government is of exactly the same tnlue as 
any othei of the same issue, and it can make change sccurl- 
no differenee to an}' purchaser which of tlie tivo 
he buys Some securities, principally those of compamtri ely 
small mming, shipping, and othei companies, lequiie local 
knowdedge, and are not veiy easily dealt in except on the 
stock exchanges of pi'0%'incial towns ni then inimechatc neigh* 
bourhood But the wdiole of England is one maiicet for tlio 
shares and bonds of a lavgo Enghsh railway In oidinary 
times a dealer will sell, say, Midland Baihvay shares, oven if 
he has not them himself, because ho knows they aio always 
coming into the maikot, and ho is sure to ho ablo ('O Iniy 
them 

But the stiKuigest case of all is tliat of seeanUeii wlii< It ai'ti 
called “intei national,” bocauso they aro in loqueat in nvtu'y 
part of the globe They aro tho bonds of tbo ebiof guvt'i’it 
ments, and of vciy largo pahhc rompinnoii /iHeli /is lltoiio of tliu 
Suez Canal and tho Now York Centra] Btinwity. ilhtr lifimls 
of this class the tolognipli kerpti jiriooft td. alniont ttxaofly tho 
same level in all tlio stork orch/Mige/t of tho W'oiid. Jf iho 
price of one of them rises in Now Yoik or in Barm, in London 
oi m Beihn, tho more nr ws of tlio Hao tmida l/i caiiHO a use in 
other markets ; anri if for itny I'Caeon t|jo i mo in delayed, 
particular cl.tss of lionds hi likely norm (o bo oiferod for ' 
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the high puced market tinder telegraphic orders from the 
other market-s, tvlnle dealoi-s in the fii-st market will be making 
telegraphic pm chases lu other maikcts Tliesc sales ou the 
one hand, and purchases on tlie other, strengthen tlio tendency 
■which the pnee lias to seek the same level ovcii whore* 

Stock exchanges then are the pattern on winch markets 
halo been, and .110 being formed for dealing in 
morkct*for the many kinds of produce w Inch can bo easily and 
txncll} dasenbed, arc poi table and in general de 
mand The matenal conimo<htics liowovcr wlucli 
possess these qualities lu the high(~st degree are gold and 
siher For that ten icason thej hate been chosen b} com- 
mon consent for use as ni<m< j , to i opresent the i alue of 
othei things and the woildmaiket for them is most Inglily 
organised 

At the opposite e\titmil\ to international stock-exchange 
sccniities and the more taluable metals are, iirstly, things 
winch must be made to onier to suit part.iculnT indmduals, 
such as well-fitting clotln s and secsmdh, penslmblc and bulky 
gCKxls, such as tiesli MgtUvliles, which can seldom bo pi'ofit.dily 
earned long distanci s The first uin scai'cely bo said to ba^e 
a wholesale maikot at all, the conditions bj winch their 
pnee IS determined aiT those of lotnil bujmg and selling, and 
the study of thfin ina^ be postponed* 

Thus the charactci of the markets laries wuth the al'ca of 
Space 01 er which they extend but it vanes o\ en more wuth 

^ It IS a olittractcristlc fact fJmt secnntie!! ivluch are part of large issncs 
are preferred on the Stock exchange 

® A man may not tronhlc himself mncli about small retail purdiasos 
he may give half n crown for n packet of paper m one shop ivlucli ho could 
ham got for tuo shillings in another But it is otherwise with wholesale 
imces A mnnnfactnrer cniuiot sell a ream of paper for six shillings whJe 
hi3 neighbour is selling it at fiie For those ■whoso hnsinoss it is to deal 
in paper know almost exactly tho lowest price at winch it can be bought, and 
will not pay more than this The manufacturer has to sell at ohont the 
market pnee, that is at about the pneo at wluch other manfacturers arc 
selling at the same tune 
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the length of Time of which account is taken , and we shall 
find that if the penod is short, the supply is limited to the 
stores which happen to be at hand if the period is longer, the 
supply •will be influenced by the cost of producmg the com- 
modity in question , and if the penod is veiy long, this cost 
■wall be influenced by the cost of producmg the labour and the 
matenal tilings required for producing the commodity We 
shall consider m the next chapter those temporary equihbna 
of demand and supply, m which the cost of pioducmg the 
commodity exerts either no influence or meiely an mdirect 
influence 

At a later stage we shall have to combme the difficulties 
with regard to tune on the side of supply ■with those on the 
side of demand, of which something has already been said \ 

1 Book m. Cli IV § 6 
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CHAPTER ir 


TEatPOUARY BALANCE OF DEMAND AND SUPm'. 

'v*- ^ 

§ 1 The simplest case of balance, or equUibritini, bewMB|> 
desire and effort is found when a person &tisfira^ 

EquiUbriutn , , , -im. S 

between deitre one of hi8 wants by his own direct m orfc. h^v 
and effort ^ blackbemes for Ins own eati^, thof 

action of picking may itself be pleasurable for a while jjvnnd^f 
for some tune longer the pleasure of eating may be more 
enough to repay the trouble of picking But after beyH&i 
eaten a good deal, the desire for more dimiiusbes, wnile^tbo,- 
task of pickmg begins to bring weariness , which may mdero ‘ 
be caused more by monotony than by fatigue. EquHibrltijn!! 
IS reached, when at last his eagerness to play and hia di^'cU^* 
nation for the work of pickmg counterbalance tlie desir^’foiS 
eating The satisfaction which he can get from 'pitiking; 
fruit has arrived at its maximum for up to that timo eyery^. 
fresh pickmg bos added more to his pleasure than it^Eafej' 
taken away , and after that tune any further picking woidd^ 
take aivuy from his pleasure more than it would add 

In a casual bargain that one person makes ivjth anoth w, ' 
as for instance when two backwoodsmen barter a nfid .for^^ 
canoe, there is seldom anything that can properly be“ called j 
an, equibbnmn of supply and demand, there is pK)bably^'’a 
surplus of satisfaction on either side j for probably the?one- 
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vould bo wlbng to gno something besides tho nflo foi the 
cnnoo, if bo could not got tho canoe otherwise , while the 
other \\ould in case of necessity give something besides the 
canoe for tho nflo. 

'We may put aside as of little piactical inipoitance a class 
of dealings which has been muoli discussed They 
relate to p ictures by old jnastersj rare coins and unique or rare 
other things, which cannot be “ graded all 
Tile puce at which each is sold, "will depend much on whether 
any rich persons with a fancy for it happen to be present' at 
its sale. If not, it will probably be boiiglit by dealers who 
reckon on being able to sell it at a profit , and tho i anations 
in the price for winch the same picture sells at successive 
auctions, great as they are, would be greater still if it were 
not for the steadying influence of professional purchasers 

2 Let us then turn to the ordinaiy' dealings of modern 
life, and take an illustration from a corn-market m a country 
tomi, and let us assume for the sake of siinplicit}’^ illustration 
that all tho com in the market is of the same co°m market of 
quality. Tho amount which each 
other 

go^e^ned h} Ins own need for money in hand, and by his 
calculation of the present and future conditions of the market 
inth which ho is connected There are some prices which 
no seller would accept, some which no one would refuse. 
Thetc are other intermediate prices which would he accepted 
for laigci or smaller amounts by many or all of the sellers 
\ Everyone mil try to guess the state of the market and to 
govern Ins actions accordingly Let us suppose that in fact 
there are not more than 600 quarters, the holders of which 


fanner or » though 
temporary 

seller oners for sale at any price is equilibrium 


aie willing to accept as low a price as 36s , but that holders 
of anotliei hundred would he tempted by 36s , and holders of 
Syet another three hundred by 37s Ijet us suppose also that 
ja price of 37s would tempt buyers for only 600 quarters ; 
■while another hundred could be sold at 368 , and yet another 


102 


BOOK Y. OH. U. §§ 2, 3. 


two bnndred at Sos These facts may he put out in a table 
thus — 


At the pnce 

37fi 

36s 

35s 


Holders will be 
willing to sell 

1000 quarters, 


700 

600 


)) 


Buyers will be 
willing to buy 


600 quarters. 


700 

900 


31 


Of course some of those who are really willing to take 
3Gs rather than leave the market without sellmg, will not 
show at once that they are ready to accept that price. And 
in like manner buyers wdl fence, and pretend to be less eager 
than they really are So the pnce may be tossed hither and 
thither hke a shuttlecock, as one side or the other gets the 
better m the “ higgling and bargaining ” of the market But 
unless they are unequally matched , unless, for instance, one side 
16 very sunplo or unfortunate m failmg to gauge the strength of 
the other side, the pnce is hkely to be never very far from 368 > 
and it IS neaily sure to be pretty close to 36s at the end of the 
market. Bor if a holder tbmks that the buyers wnll really 
be able to get at 36s all that they care to take at that pnce, 
he will be uuwilhng to let shp past him any offer that is 
well abo\ e that price 

Buyers on their part wdl make similar calculations, and 
if at any time the pnce should rise considerably above 36s. 
they wiU argue that the supply wall be much greater than 
the demand at that price therefore even those of them who 
would rather pay that pnce than go unserved, wait, and by 
waiting they help to bring the pnce dowoi On the other 
hand, when the price is much below 36s , even those sellers 
w ho would rather take the pnce than leave the market wnth 
their com unsold, wtU argue that at that pnce the demand 
wall he m excess of the supply so they will wait, and by 
waiting help to bnng the price up 

Tlic pnce of SGs has thus some claim to be called the true 
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cquiUbnuni price because if it were fixed on at the begin- 
rmig, and adhered to throughout, it Tvould exactly equate 
demand and supply (i e the amount irhich buyers were ivilling 
to purchase at that price would be just equal to that for 
which sellers were willing to take that price), and because 
eveiy dealei who has a perfect knowledge of the circumstances 
of the market expects that price to be established If he sees 
the price differing much from 36s he expects that a change 
nuU come befoie long, and by anticipating it he helps it to 
come quickly 

§ 3 We have already used the term “demand price 
to denote the price at which buyers can be found Transition to 
for any given amount of a thmg in a market normal pnces 
Thus in this market 37s is the demand price for 600 quartei’S, 
36s foi 700 and so on. We have intioduced a corresponding 
term “supply piice”® to denote the price which holders of a 
commodity will be willing to take foi any given amount 
Thus in this market 36s is the supply price for 600 quarters, 
36s foi 700 , and so on 

We have next to enquire what causes govern supply- 
prices, that IS prices which dealers are wilhng to accept for 
diffeient amounts In the present chapter we have looked 
at the affaii’s of only_a smgle day, and have supposed the 
sfbcks"~offered for sale to be already m existence But of 
^uisd" these stocks are dependent on the amount of wheat 
sown m the piecedmg year , and that, in its turn, ivas largely 
influenced by the farmers’ guesses as to the price which they 
would get for it in this yeai This is the point at which 
we have to work in the next chapter 

1 Book m Ch m § 1 

2 Book re Ch I 


13 
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BJLLANCISG OF ^ORMAL DEMAND AND SUI'FIA. 


§ 1 AVe ha\c notitnl tint c^cn m tho corn-^'xchtng? 

„ o£ a count r% loun <*n a tmrl'f t-dav Ui‘i cnut- 

Trans tion ' , , ♦ * .j 

from markc* ID lihnuia ]#n* o airiMMe<I l>y calculat^f^ns of ih^ 

co-tnni {-■’ce rci itnm« nf protiuctKju and con’^niuptim 

^^hlle dealings for future dclnera already pn-doroun+o in 
the leading corn-markets of A"i*’ncn and Europe, and 're 
mpidl) aveanng tnt<> one neb all the hading tliroads of trade 
in com throughout the whole world If it is thought that 
tho growers of any kind t>f gram in any part of the *rcrld 
have been losing mones, tuid arc likely to sow a les.s art a f'^r a 
future hancst, far-setang dealers erguo that prices arc likely 
to rise ns soon as th it liincst ccunes into saghL Thus 
anticipations of that rno exercise an influence on pre-^nt 
soles for future delnery, and tlmt m its turn mfluences cash 
prices , so that these prices are indirectly nfTocteil by c^tiumtcs 
of the expenses of jiroducing further supjdie^ 15ut in this 
and tho followang chapters we are spt-ciallv concerned x>ith 
ino\ements of price ranging oier still longer periods than 
tliose for which the most far sighted dealers in fntnrcs 
generally make their reckoning 

3 - tna\ revert to the discussion of the ntmlog}' 

The account between the supply price and the demand pnee 
earned a iftUe'' ‘^omiuoditj at the point at which we left it 
furthe- nt the end of the last cliapter 'Vc there nonctal 

that corresponding to the demand pnee nt which any nmonnt- 
o£ a coramodity would find purchasers in a market, there is a 
supply price at w hich tliat amount w ould be ofi'ered for sale 
bj producers or their agents "Vr© baae to take account of 
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the fact that the production of the commodity Anil probably 
requiie many dillerent kinds of labour and the use of capital 
in many fouiis Tlic exertions of all the different kinds 
of laboui tliat aio directly oi indirectly involved in making 
it, together ivith the abstmences oi rather the waitings 
requii’cd for saving the capital used m making it all these 
effoite and ^ciifices togethei wdl be called its „ , 

^ „o Real and 

[^ealjGpsi of Production The sums of money, Money Cost of 
Uhat have to be paid for these efforts and sacn- 
fices, viU. be called either its ^Joney ^Gost^ of^ P '1 oditction, oi, 
(for shortness) its Eyj)m^esj>f^Pjroductron They Expenses of 
are the prices which have to be paid in order to Production 
call forth an adequate supply of the efforts and Avaitmgs that 
aie lequired foi making it, oi, in other words, they aie its 
supply price^ 

Tlio law mateiial, machinery, labom, itc , that are lequired 
for making a commodit}’- may bo called its Factors Factors of Pro- 
of Production Its expenses of production when Auction 
any given amount of it is produced aie thus the supply prices 
of the corresponding quantities of its factors of production 
And the sum of those is the supply price of that amount of 
tlie commodity 

§ 3 It must not be foi gotten that tiading expenses entei 

into the expenses of production m almost every Relative im- 

case , and that in some cases they are a very portance of 
^ *' , different elc- 

laige part of the whole For instance, tlie supply rnents of Cost 

price of wood in the neighbourhood of Canadian Production 

forests often consists almost exclusively of the price of the 

labour of lumber men but the supply puce of Canadian deal 


1 fimi and some other economists have followed the practice of ordmary 
hfo in using the term C!ost of Production in two senses, sometunea to signify 
the difficulty of producing n thing, and sometunes to signify the outlay of 
money that has to ho mourred m order to mdnee people to overcome this 
difficulty and produce it But hy passing from one use of the term to 
tho other without givmg exphcit "warumg, they have led to many misunder- 
stondmgs and much barren controversy 


13—2 
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in. 


the wholesale London market consists in a largointaiWre 
freights, while the supply pnco of the same wood^ t^/alsmiLl^ 
retail buyer in an English country tovm. is indro thnn%Kal£| 
made up of the charges of the railways and imddlcmpn'^vhd'' 
have Ijrought what ho wants to his doors, and keep aisto^^of ' 
It ready for him. Again, the supply pnco of a certain Mnd ‘ok 
labour may for some purposes bo analysed into the oxpcnSe^"Gf| 
rearing, of general education and of special trade edocatioiilt^jtj 
It 13 to be taken for granted that as far as the knowltsd^^ 
and busmess cntorpnso of the producers reach, they 
each case choose those factors of production whicli arcibcst; 
for their purpose , that is, which will attain the desired enS'^ 
for the least outlay and trouble to themaelvcB. Whfcncy^' 
it appears to the producers that this is not the case, thcyc^iy 
Principle of us a rule, set to work to substitute 'the, Ie|s 

SubeHturion expensive method Wo may call this for'^conf, 
vemeuce of reference, </<e Pnnnph of SitbstxiiUidn. 

§ 4 In our typical market then we assume that if(ib 
We assume forces of demand and supply have frc6 
demamfa^nd there 18 no Combination among dealers ini' 

•uppiy In the either side , but each acts for himself and fhere, 
market mucb/rce competUton , that is, buyers generally 

compete freely with buyers, and sellers compete freely 
sellers. But though everyone acts for hiinBelf, bis knowl^^' 
of what others are doing is supposed to bo generally snfBcienI 
to prevent him from taking a lower or paying a higher price, 
than others are doing ^ 

^ In such a market there is a definite demand price for eaf^i" 
amount of the commodity, that is, a definite price at which_ 
each particular amount of the commodity can find purchasers' 
in a year, or whatever other period we choose as our unit 'of 
time the more of a thmg is offered for sale in a market, ^li'e 
lower is the price at which it will find purchasers , or jn other 
words, the demand price for each unit diminishes with e^ry 
increase in the amount offered 
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In like "way tlioie is a supply price, that is, a price "which 
may he expected to call forth a supply of each particular 
amount m a unit of time To give precision to the ideas, 
let us suppose that a person well acquainted construction^ 
with the woollen* trade sets himself "to inquire of the supply 
Avhat w’ould he the normal supply price of a 
certain number of millions of yaids anhually of a particular 
kind of cloth / He would have to reckon (i) the price of the 
wool, coal, ana other materials which would be used up in 
makmg it, (n) wear-and-tear and depreciation of the bmldings, 
machinery and other fixed capital, (m) mteiest and insurance 
on all the capital, (iv) the wages of those who woik in the 
factories, and (v) the gross eammgs of management (m- 
cluding insurance against loss) of those who undertake the 
nsks, who engineer and supenntend the workmg He would 
of course estimate the supply prices of all these different 
factors of production of the cloth "with reference to the 
amounts of each of them that would be wanted , and he would 
suppose the conditions of supply to be normal, and the 
expenses of pioduction to be those of a Representative Firm' 
And he would add them all together to find the supply pnce 
of the cloth ^ 

Let us suppose a list of supply prices (or a supply schedule) 
made on a similai plan to that of our hst of demand prices (or 
demand schedule®) the supply pnce of each amount of the 
commodity in a 'year, or any other umt of time, being written 
against that amount. As the annual amount produced 
increases, the supply pnce increases, if nature is ofienng a 
sturdy resistance to man’s efforts to wnng from her a largei 
supply of raw matenaJ, and if there is no great room for intro- 
ducmg important ne'w economies into the manufuctuie But 
it might so happen that an increase in the volume of produc- 
tion "a ould introduce new economies and enable the tendency 
to Increasmg Return to prevail over that to Diminishing 
1 See Book iv CL mu § 1 s See Book in CL m § 2 
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Return, so us ultimately to lessen iho supply puco of lliC 
commodity, and make it cheaper’ 

§ 5 \\'hcn then fore the amount pralnceil (in a unit of 
timcl IS such that tho demand pace m greater 
bycquU than the supply jince, then sollcrs recon o mom 

librium than is sudu lent to make it u orth tlioir u Inlo to 


bnng goods to market to that amount , and tho amount 
brouglit for'vaixl for wilo tends to increase On the other 
hand, uhen the amount prodimd is sucli that tho dem.ind 
price IS less than the supply price, sellers recenc less than 
IS sufiicient to make it north ihfii nlnlo to bniig goods to 
market on tliat scale, so that those, v.ho v>ero just on tho 
margin of doubt ns to nhether to go on jiroduciiig, arc decidc^l 
not to do so, and the amount brought fomarrl for rale tends 
to dimmish l\hcu tho dcniund jinio? is equal to the supply 
pnee, the amount produced has no tendency either to be 
incmascd oi to lie diimnished , it is m etjiuhbnum 

Fuithei, if an\ accident should nioic the scale of production 
from its cquihbnum position (oi position of rest), there udl 
bo instantly brought into play foiccs tending to bnng it hack 
' to that position , just as, if a stone hanging bj a string iS 
displaced from its equihbiium position, tlie force of gravity 
vail at once tend to bnng it back to its equihbniim }iosition* 

> Compare above, p ISO 

“ Tbo loUovruig itlagnuna mov help potoo rowterH. Bni tbty arc aot 
accessary for tbe argtuneiit, anil may bo oimltciL 

Measunng, as m tbo case of tbo ilemniKl cuts c, aniounls of tbo comnicnbty 
along Ox mill prices pamllol to Oy, ao get for cni U 
Xiouit M along Or a luio MP tlra\™ at ngbt angles V 
to it mcasnnnc tbo smpply price for Uio avuonnt 
OJg tbe c’ctrcmity of wlucb, P, may be called 
a tujijply point , Una price MP being made np of 
tbo supply pnccs of tbe sovornl factors of pro- 
duction for Uio amount Oilf Tbo locus of P may 
lie called tbo supply carte It is a curve suclv 
that, if from any pomt P on it a straight lino 
PM bo drawn porpondioular to Ox, PM rcinresouts ( 
tbo price at jvbicb sellers will be f ortbcomlng lor 
an, amouul OM ^ ' 
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§ 6 But m r6al life such oscillations are seldom as 
rhythmical those of a stone hangmg freely from a strin"^ 
the companson ^vould he more exact if the string irere 
supposed to hang m the troubled ivuters of a miU-race, -whose 
stieam -was at one time alloired to flow freely, The problems 
and at another partially cut off The demand “f'^aiuem 
and supply schedules do not m practice remain less simple 
unchanged for a long time together, but are constantly being 
changed, and every change in them gives new positions to 
the centres about which the amount and the price tend to 
oscillate ' 

These considerations pomt to the great impoi'tance of the 
element of Jame in relation to demand and supply, to some 
study of which we now proceed We shall gradually discover 
a gieat many different Limitations of the doctrine that the 
puce at which a thmg can be produced represents its real 
cost of pioduction, that is, the efforts and sacrifices which 
have been directly and indirectly devoted to its production 
That doctrme would indeed represent facts accurately enough 
in a stationary society, m which the habits of life, and the 
methods and volume of production remained unchanged from 
one generation to another, provided that people were tolerably 
free to choose those occupations for their capital and laboui 
which seemed most advantageous 

This is the real drift of that much-quoted, and much- 
misunderstood dectrine of Adam Smith and other econormsts 


To represent the eq^iuhbnnm of demand and supply geometrically we may 


draw the demand and supply curves together os m 
Fig 6 If then OB represents the rate^at which 
production is being actually earned on, and Bd the 
demand pnee is greater than Bs the supply price, 
the production is exceptionally profitable, and wiU 
he increased, and B will move' to the right On 
the other hand, if is less than Bs, B will move 
to the left. If Bd is equal to Bs, that is, if A is 
vertically under a pomt of mtersection of the curves, 
demand and supply are m equihbnum. 
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^ it," ' 

that the normal, or "natural,” value of a conimoaity, is th^^ 
which economic forces tend to bring about in the 'long 
It IS the average value which economic forces ’would) brag 
about if the general conditions of life were stationary, for a ^ 
run of tune long enough to enable them all to work ou^their^ 
fuU effect. The fact that the general conditions of lifefare^l^ 
not stationary is the source of many of the difficulties ..tfaatj^^^ 
are met with m applying economic doctrines to prackcal^^ 


I .j 




problems , _ 

§ 7 Thus we see that utdity and cost of produoti(|^lA^^'‘^ 
play a part m governing value. And we toight as reoson^Iy ’;^ 
dispute whether it is the upper or the under blade of a p’air M 
of scissors that cuts a piece of paper, as whether value 
governed by utihty or cost of production It is tnie'^thW J 
Influences of when one blade is held still, and the cutfongtis' . 
ofp^^u^o^* effected by moving the other, we may say -i^li^J 
on value careless brevity that the cuttmg is done by,ihe'^(!j'; 
second , but the statement is not strictly accurate, and']i> 
IS to he excused only so long as it claims to be merely,*^ 
popular and not a strictly scientific account of what actually t(>" 
happens f 

T ,, ‘ 4 \‘ 

in the same way, when a thing already made has to 
sold, the prices which people will be wilbng to pay for it,.'\hll 'V 
be governed by their desire to have it, together with the"^.}'' 
amo^t they can afford to spend on it. Their desirelo have\^J 
It depends partly on the chance that, if they do not buyi“§' 
they will be able to get another thing like it at as low a pnce sj? 
this depends on the causes that govern the supply of i^ an^^t"’ 
this again upon cost of production. But it may so hap^ 
that the stock to be sold is practioaUy fixed This, for'^f 
instance, is the case with a fish-market, in which the valueiof!f 
hah for the day is governed almost exclusively by the sbwk ."i 
on the slabs in relation to the demand. And^if a per^u'v? 
chooses to teke the stock for granted, and say that the 
18 govern y demand, his brevity may perhaps be excus^^c 
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SO long as he does not claim stnct accuiacy So again it may 
be paidonable, but it is not strictly accurate to say that the 
•varying prices Avhich the same rare book fetches, ■svhen sold 
and resold at Christie’s auction room, are governed exclusively 
by demand 

Taking a case at the opposite extreme, we find some 
commodities which conform pretty closely to the law of 
constant retum , that is to say, them average cost of produc- 
tion will be very nearly the same whether they are produced 
in small quantities or in large In such a case the normal 
le'vel about which the market pnce fluctuates ‘wiU be this 
definite and fixed money cost of production If the demand 
happens to be great, the market pnce •will nse for a time 
above thfe level , but as a result production will increase and 
the market pnce will fall Conversely, if the demand falls 
foi a time below its ordinary level, production will fall oti, 
and the market pnce •wdl be raised 

If, then, a person chooses to neglect market fluctuations , 
and takes it for granted that there will anyliow be enough 
demand foi the commodity to insure that some of it, more 
or less, "Will find purchasers at a pnce equal to this cost 
of production, then he may be excused for ignoring the 
influence of demand, and speakmg of normal pnce as governed 
by cost of production — provided only he does not claim 
scientific accuracy for the wording of his doctnne, and 
explp,ins the influence of demand in its right place 

,'Thus we may say that, as a general rvle, the shorter the 
penod which we aie considering, the greater must be the 
share of oui attention which is given to the influence of 
demand on value, and the longer the penod, the more 
important will be the influence of cost of production on 
value For the influence of changes in cost of production 
takes as a rule a longer time to worlc itself out than does tlie 
influence of changes in demand 
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§ 8 Tlio expenses of production of ngrionlWral 
aixj cstinvated on the margin of cultivnti(m. Tliafc 58,''i;hoy^^'| 
estimated for a part of the produce which is raised ^citfiertw: ^ 
I land that imi’B no rent Ijecatwo it iS pOOP or tedly. 
exptnsesof situnUd, or, \iluch IS moro pr<n>ftOle* 

{nreSjUon* rnisod on land "whicli ilocs pay rent, hut 
to value aitions of capital and labour which onl^ jusipi^^^ 
their way, and then fore can contnbuto nuUung towards’, 
lent. It lu thi^io exiKnws uhicli the demand pneo must juH.' 
ctjver , for if it not, the supply will fall off, and ihopniM*^. 
Im raised till it du<*s cottr tlium It is to these cxpcni!es^> 
therefore that the price conforms and, as Htcardo pointed'^^ 
out, lent docs not appi ar as an eJ» mont of them. *'■’1^ 

Suppose for vnsUuice that, with an average harrcel^^toil - 
tntlhon quarters of coni are nnseil jn Knglond, and that 
exiiensos of production of the last million quarters are ai tho - 
rate of 35ff a quarter If the fanners hud expected to 
leas than Sos a quarter thej would not ha\o raised these Insti 
quartern And mneo thoj find it worth their whflo to rftisO^' 
tho whole ten million, wo know that m an a'vemge year thf^ • 
got 35ff for each of tlic lost mtlhon And m the same markon/ 
there con only bo one pn< 0 for one mid tho same coromodity.fl 
Tliorofore they must have exjK’ctcd tho average price of all_! 
the com xn tho market to be d5» ‘Yr - 

Tlio Expenses of production of some of tho com may have 
been only 25* a quarter Tlio 35« got for a quarter of tliis^ 
com IS divided into 26« which goes to tho farmer, and lO#.') 
wluch goes to tho landlord as rent. And if a person looks at'^ 
tins com he may argue that its w hole expenses of production? 
were 26s. to coier tho farmer's outlay and 10^ to pay his rent, 
and that thoreforo rent enters into the expenses of production ' 
of this com Ho would bo nght if ha meant only that the: 
expenses of production of this particular quarter of comi 
cannot bo found by merely reckoning up tlie wages and profitSi 
of the labour and capital that wore spent in raising it Eut^ 
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lie Mould bo Miong if ho meanfc that the selling price of corn 
M'as gcneincd bj’- tlio lent that has to be paid for the use of 
land He m ould then be mistaking cause foi effect, and effect 
foi cause _ 

Thus (1) the amount of produce laised, and therefore the 
position of the margin of cultnmtion (i e the maigin of the 
profftoblo application of capital and labour to good and bod 
land alike) are both governed by the general conditions of 
demand and supply They are governed on the one hand by 
demand , that is, by the numbei’s of the population who 
consume the produce, the intensity of then need for it, and 
their means of paying for it, and on the other hand by 
supply , that is, by the evtent and fertility of the available 
land, and the numbeis and resources of those ready to 
cultivate it Thus cost of production, eagerness of demand, 
margin of production, and price of the produce mutually 
govern one another (2) That part of the produce uhich 
goes as rent is of course throivn on the market, and acts on 
places, in just the same way as any other part But the 
geneial conditions of demand and supply, or their relations 
to one another, are not affected by the division of the pioduce 
into the share of rent and the share needed to lender the 
farmer’s evpcndituie profitable The amount of that lent is 
not a governing cause, but is itself governed by the fertility 
of land, the price of the produce, and the position of the 
niaigm, it is the excess of the value of the total returns 
which capital and labour apphed to land do obtam, over 
those which they would have obtained under circumstances 
as unfavourable as those on the margin of cultivation' 

1 For further discussion of this difficult question the reader is referred to 
Fnnctples, fifth edition, V wn — 
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CELAPTER IV 




INVESTMENT OF RESOURCES FOR A DISTANT BETDBN.c^jf^ 


PRIME COST AND TOTAL GOST 




§ 1 Let us suppose a mau to build a house for himwlf ouj. 
MoUves deter- land, and of materials, which nature suppura l- 
mining the in- qratis, and to make his implements as he ^goeS'fi 

vestment of ^ 3 ■' 

capital the labour of making them being counted as’part^-, 

of the labour of buildmg the house He would have to estimate'- 
the efforts required for building on any proposed plan , and 
allow almost instinctively an amount increasing in geometncal!fi 
proportion (a sort of compound interest) for the period -tha^ 
Avould elapse between each effort and the tune when the hiouse^ 
would be ready for his use. The utility of the house to\brm| 
when finished would have to compensate him not only for ,the ; 
efforta, but for the waitings’ 

This case illustrates the way in which the efforts 'st^d^ 
sacrifices which are the Real cost of production of a thing, 
underhe the expenses which are its Money cost Bnt'^the 
modem busmess man commonly takes the payments which' he 
has to make, whether for wages or raw material, as be finds*' 
them , without staying to inquire how far they are an accurate^ 
measure of the efforta and sacrifices to which they correspond! 
His expenditure is generally made piece-meal , and the lon^rj 
he expects to wait for the fruit of any outlay, the richer muBt' 
that fruit be in order to compensate him The anticipa^i^' 
fruit may not be certain, and m that case he will haveito* 
allow for the nsk of failure. After making that allowaaii^'^ 

^ Sec above, Book rr Oh, Ttn 1 6 
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tbc fiuit of the outlay must be expected to exceed the outlay 
itself b) an amount -wbicli, independently of his own remu- 
neration, increases at compound interest in proportion to the 
tune of Malting 

2 At the beginning of liis undertaking, and at eieiy 
•'Uceessivo stage, the business man is ceaselessly 
stmung so to modify his ariangements as to oh- ofsubrtitu-*' 
tain beltei results Mith a given expenditure oi 
equal losults ivith a less expenditure He is continually studying 
the admntnges and disadianlages of different Mays of obtain- 
ing his object He is abvays looking for new suggestions, 
Matching the experiments of others and trying experiments 
Inmsclf, so ns to hit upon that combination which muU yield 
the laigpst incomings m proportion to any given outlay In 
other M’ords, he ceaselessly applies tlio principle of substitu- 
tion Mith the purpose of inci easing his piofits, and in so 
doing he seldom fails to increase the total e&ciency of work, 
the total poMei over nature mIiicIi man derives fiom oiganiza- 
tion and knoM ledge 

Eveiy locality has incidents of its omti which affect m 
v mous MU} 5 the methods of arrangement of 
everv class of busmess that is carried on in it routes are 
But even in the same place and the same trade chosen to the 
no tvvo persons pursuing the same aims miU adopt 
exactl}' the same routes The tendency to variation is a chief 
cause of progress , and the abler are the undertakei’s in any 
trade the greater will this tendency be In some trades, as 
£oi instance cotton-spinning, the possible variations are con- 
fined Mitlnn narrow limits, no one can hold lus own at all 
Mho does not use machinoiy, and very nearly the latest 
machineiy, for eveiy part of the work But in othei’s, as for 
instance in some blanches of the wood and metal trades, in 
fnrmmg, and in shopheeping, there can be great variations 
Bor instance, of two manufacturers in the same trade, one 
Mill perhaps have a larger wages bdl and the other heavier 
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charges on account of machinery ^ of two retail deSe:«'^OTe_*,; 
will have a larger capital locked up m stock and thehthor^ 
wiU spend more on advertisements and other means of> biuld-^^ 
mg up the immatenal capital of a profitable trade connection^ 
And m nunor details the vanations are numberless. ,feaeli-v 
man’s actions are influenced by his special opportunities 
resources, as well as by his temperament and his associations.'' '{ 
But each man, taking account of hia own means, will pi^hy; 
the mvestment of capital in his business lu each several dtr^c-^ ^ 
tion until what appears in his judgment to be the outer limif^^ 
or margin, of profitableness is reached , that is, until there, 
seems to him no good reason for thinkmg that the gains' * 
resulting from any further investment in that particular^' 
direction would compensate him for his outlay The margih i 
of profitableness is not to he regarded as a mere point on okjl' 
one fixed Ime of possible mvestment , but as a boundary lih&' i- 
of irregular shape cuttmg one after another every possible Hnb'^^ 
of mvestment 


§ 3 When investing his capital m providing the means^ 
of carrying on an undertaking, the busmoss man looks to' i 
bemg recouped by the price obtained for its various products^^ 
and he expects to be able under normal conditions to chatgh^v 
for each of them a sufficient price , that is, one which will ’not''" 
Prime or only cover the special, direct, or pnvie cost, baol„ 
special cost also bear its proper share of the general expenses’'* 
of the busmesa , and these we may call its supplementary cosG^ 
These two elements together make its total cost. Jt- 

There are great variations m the usage of the term Prime 
Suppietnen- ^ busmess bfe. But it is taken here inia''* 

and total narrow sense Supplementary costs are here . 
taken to mclude standmg charges on account o£>^ 
the durable plant m which much of the capital of the busmess ■ 
has been mvested, and also the salaries of the upper em- 
pltyees for the charges to which the busmess 18 put OUj^ 
account of their salanes cannot generally be adapted quicldy”'. 
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to changes in the amount of woik there is for them to do 
There i emains nothmg but the (money) cost of the raw mate- 
lial used m making the commodity and the wages of that part 
of the labom spent on it which is paid by the hour or the piece, 
and the extra weai and tear of plant This is the special cost 
which a manufacture! has in view, if he is calculatmg the 
lowest price at which it ■will be worth his while to accept an 
order, irrespectively of any effect that hia action might have 
in spoiling the market foi future orders, and trade bemg slack 
at the time. But in fact he must as a rule 'take account of 
this effect the price at which it is just worth his while to 
produce, even when trade is slack, is in practice generally a 
good deal above this prime cost, as we shall see shortly 

Supplementary costs aie of many different kmds, and 
some of them differ only m degiee from prime costs Foi 
instance, if an engineering firm is in doubt ivhethei to accept 
an oi-der at a lathei low price for a certam locomoti-ve, the 
absolute prime costs which must be unconditionally covered 
by the price would include the value of the raw material and 
the "wages of the artisans and laboureis employed on the 
locomotive But if work is slack the salaried staff probably 
have some time on their hands , and their salaries are there- 
fore commonly classed among general or supplementary costs 
The hne of division is however often blurred over Foi 
instance, foremen and other trusted artisans are seldom dis- 
missed even in slack tunes and, on the other hand, the staff 
in the office can be m a great measure adjusted to variations 
m the woik of the firm by leaving vacancies unfilled and even 
by weedmg out inefficient men durmg slack times, and by 
getting extra help or putting out some of the work in busy 
times 
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CHAPTER V 

EQUILIBRIUM OF NORMAL DEMAND AND SUPPLY, CON- 
TINUED, WITH REFERENCE TO LONG AND SHORT 
PERIODS 

§ 1 The present cliapler is clnofl} occujiied with difhcul 
ties in the problem of value, resulting from dificrcnces between 
the immediate and the later eflccls of the same causes In 
The term Others, thc economist raeielv 

Lormatia brings to liglit diflicultics that are latent in the 

Cl&SliC 

common discourse of life, so that by lieing frankly 
faced they may be thoioughlj overcome For in ordinary life 
ifc IS customary to use the word Normal in different senses, 
with icfeienco to diflcrent periods of time, and to leave the 
context to explain thc transition from one to another The 
economist follows this practice of cverj-dav life hut, li\ 
taking pains to indicate the transition, lie sometimes *»eeni« 
to have created a complication which in fact ho has onlv 
I'evealed 

^ Tims, for instance, when it is said that the prico of wool 
on a certain day was abnormally higji though the average 
puce for the jear was abnormally low, that the wages of coal- 
nmici-s wore abnormally high m 1872 and abnormally low in 
that the (leal) wages of labour were abnormally high 
u j fourteenth century and abnormally low in 

he middle of the sixteenth, everyone understands that the 
scope 0 the term Normal is not the same in these vanous 
cases 1 veryone takes the context as indicating the special 

use of the term m each several case, and a formal inter- 
pretation clause 18 seldom necessary, because in orduiary 
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conversation misunderstandings can be nipped m the bud by 
question and answer But let us look at this matter more 
closely. 

We have noticed* how a cloth manufacturer when calcu- 
lating the expenses of producmg all the different 
things required for makmg cloth would need to from the 
flame his estimates ivith reference to the amounts =^°**'*™'*® 
of each of them that would be wanted, and on the supposition 
in the first instance that the conditions of supply would be 
normal But we have yet to take account of the fact that he 
must give to this term a wider or narrower range, accordmg 
as he was looking more or less far ahead. 

Thus m estimatmg the wages required to call forth an 
adequate supply of labour to work a certain class of looms, 
he nught take the current wages of smular work m the 
neighbourhood or he might argue that there was a scarcity 
of that particular class of labour in the neighbourhood, that 
its current wages there were higher than in other parts of 
England, and that lookmg forward over several years so as to 
allow foi immigration, he might take the normal rate of 
wages at a rather lowei rate than that prevaihng there at 
the tmie. Or lastly, he might think that the wages of 
weavers all over the country were abnormally low relatively 
to others of the same grade, in consequence of a too sanguine 
view having been taken of the prospects of the trade half a 
generation ago He might argue that this branch of work 
was overcrowded, that parents had already begun to choose 
other trades for their children which offered greater net 
advantages and yet were not more difficult , that in con- 
sequence a few years would see a fallmg-off in the supply 
of labour suited for his purpose , so that lookmg forward a 
long tune he must take normal wages at a rate rather highei 
than the present average 

Again, m estimatmg the normal supply price of wool, he 
1 Bee al)o\e. Oh in § 4 
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-would take tke average o£ several -past yeark^liCe 
make allowance for any change that would Tie likely to 
the supply m the immediate future , and he would 
the effect of such droughts as from tune to *tulief'<^ur5ul;^ 
Austrahn and elsewhere , smce their occurrence is too cbiJimTO^ 
to be regarded as abnormal But he would not allo\s^,‘he^^ 
for the chance of our bemg involved m a great war, by wlnch^ 
the Australian supphes might he cut off, he would co^d&^ 
that any allowauce for this should come under the' head^o|a 
eiv-traordmary trade risks, and not enter into his estunaletof^ 


the normal supply price of wool. 




■j 


He would deal in the same way with the nsk of j-di^i^ 
tumult or any violent and long-contmued disturbance of fihe^j 
labour market of on unusual character, but in his'estmiaie^ 
of the amount of work that could be got out of the machineT^rj 
<kc , under normal conditions, he would probably reckdk^,for|j 
minor interruptions from trade disputes such as are'^ton-'S' 
tinually occurring, and are therefore to be regarded’;^j| 
belonging to tlie regular course of events, that is, a^'^botj^ 
abnonuni . - ‘ 5* 

In all these calculations he would not concern hinifeelfH 
specially to inquire how far mankmd are under the exclusive^ 
influence of selfish or self-regarding motives He might mo 
aware that anger and vanity, jealousy and offended dignity fttej' 
still almost as common causes of strikes and lodkouteras the 

If* ^ ^ 

desire for pecuniary gain but that would not enter intofhiS-' 
calculations All that he would want to know about 
would be whether they acted with sufficient regulanty}for„’ 
him to be able to make a reasonably good allowance for tli^r ■■ 
influence in mterrupting work and raising the normal supjilyi^ 
price of the goods. , 

In short, the practised business man simplifles his task by^^ 
giving his attention to one set of difficulties at a tune, malnng' 
almost instinctively first one and then another proyisonal;' 
supposition to help him on Ins way 



LONG AND SHORT PERIODS 211 

§ 2 But though applications of the term Normal aie thus 
elastic, and capable of being extended gradually 
tioni Aeiy shoit to very long peiiods, yet these penoi normal 
periods may be divided i oughly into tivo classes 
In the first class there is time for the supply of those things 
vhicli are used in producing the commodity (or in other 
words, its factoi-s of production), to adapt itself to the 
demand, in the second class there is not 

Poi instance, on the day following a large catch of 
ninckercl the price in the maiket may settle 

, . , , •' Illustration 

cloyn aftei a little manoeuvring at as many from fish 
pence as it had been at shillmgs on the previous 
day, and this change -vnll in no way depend on the noinial 
cost of catching mackeiel, it will be governed by the lolume 
of the past catch, with peihaps some shght lefei- osdUations of 
ence to the chance that a similar catch may be market pnce 
had on the morrov If we suppose the boat to be owned by 
a capitalist who pays the fisherman by the day, the net 
earnings of his boat for the day will be the excess of the 
pnce he gets foi his fish over his outlay for wages and stores, 
together vitli allowance for the injury done to the boat and 
net by the day's woik 

Bor that particular day this excess may be either moie or 
less than the normal supply pnce required to make it worth 
his while to piovide the boat and its equipment and the 
business organization needed for managing it and selling its 
catch But if, m the long run and on the average, it is moie 
than this nonnal supply pnce, capital will dnft into the 
fishing ti’ade, if less, it wdl drift out, that is to say, old boats 
and nets, when worn out, will seldom be replaced And 
therefore, if the geneial conditions of the fishmg tmde are 
stationary, the earnings of the boat wiU oscdlate about this 
normal supply price 

But next suppose there to be great mcrease in the general 
demand foi fish, such for instance os might anse from the 

14—2 
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spreading o£ a disease throngh all kinds o£ &tm r’sfock snnflj 
taneonsly, by "vchicb meat iras madd 6.'d^^,^a 
SSlf«“?ppry dangeroM food. The increased demahd 
price for short not -Well bo met leithout bringing inlp'tlie 

***” fishing trade some people from ontsid^ irifo 

not fitted by trammg to do its trork wellj and to "Whom mimy 
of its ordinaiy incidents would prove great hardships.' Old nnd 
unsTutable boats ■wonld be pressed mto the service j vvhilB tto 
better class of boats would earn on excess above the expen^ 
of working them, that isould amount in a year perhaps 'to 
fifty per cent, or more on their total cost , and able fish^rmWi 
whether paid by shares or by the day, might for a timet^get 
twice their ordinary wages Thus the normal price 
would be higher than before. Vanations in the catch ^of 
from day to day might make the market price osdllatei^t 
least as violently as before about this normal level for mn 
increased amount, but this level would nse rapidly '\vith 
such increase of demand. , '' 

Of course these high paces would tend to bong esypifm 
and labour mto the trade but if it were expected that the 
disease among live stock would not last very long, and 
therefore the unusual demand for fish would die away;tm'’a 
few years, people would be cautious about investing ftipitat 
and skill m a* trade that was in danger of being glutted- - And 
therefore, though when the demand slackened ofi^ the price 
would fall to, and probably below its old level j yet so ^on^ 
ns the demand was fully momtamed the price would kwp ihp: 
And here we see on lUustration of the almost tmivefs^ law 
that the term Normal, being taken to refer to a short p^t^ 
of tune, the normal supply price is likely to be raised b^an 
increase m demand , ' ' 

§ 3. But if we turn to consider the normal supply-price 
with reference to a lonff period of thn^ we shall find tbatTtfe 
Normal -value by a different set of rauaesj and,*OTlh 

lon'^ri” different results Nor suppose that the dfeuise d£ 
spe wi* meat causes a permanent distaste for it, anebriiat 
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an inci eased demand for fish, continues long enough to enable 
the forces by which its supply is governed to work out then 
action fully The source of supply in the sea might perhaps 
show signs of exhaustion, and the fishermen might have to 
resort to moie distant coasts and to deeper waters, Nature 
giinng a Dmumshmg Return to the mcreased apphcation of 
capital and laboui of a given order of efficiency On the othei 
hand, those might turn out to be right who think that man is 
responsible for but a very small part of the destruction of fish 
that IS constantly going on , and in that case a boat starting 
with equally good appliances and an equally efficient crew 
would be likely to get nearly as good a haul after the mcrease 
in the total volume of the fishing trade as befora In any 
case the normal cost of equipping a good boat with an efficient 
crew would certainly not be higher, and probably be a httle 
lower after the trade had settled doivn to its now mcreased 
dimensions than befoie For smce fishermen require only 
trained aptitudes, and not any exceptional natural quahties, 
their numbei could be increased in less than a generation to 
almost any extent that was necessary to meet the demand, 
while the industries connected ivith buildmg boats, making 
nets, the bemg now on a larger scale would be oiganized more 
thoroughly and economically If therefore the waters of the 
sea showed no signs of depletion of fish, an mcreased supply 
could be produced at a lower price after a time sufficiently 
long to enable the normal action of economic causes to work 
itself out and, the term Normal bemg taken to refer to a 
long period of time, the normal price of fish would decrease 
with an mcrease m demand 

§ 4 To sum up first as regards short periods The supply 
of speciahzed skill and abihty, of suitable machmery and 
other material capital, and of the appropriate 
mdustnal organization, has not time to be fully elusions as to 
adapted to demand, but the producers have to 
adjust their supply to the demand as best they can with the 
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appliances already at thoir disposal. On the ono hand 
IS not time xnatenally to inoreaso those appliances if thd^suppl^^ 
of them IS deficient , and on the other, if the Bt^ly 
sne, some of them must remain imperfectly employed, 
there is not time for the supply to be much reduced by gr^nal 
decaj, and by conversion to other uses The particular inhoiTi6?},| 
denied from them does not /or the time affect porceptibljjitne 
supply , and does not directly affect the price of the cornhmd^]^; 
ties produced by them It is a surplus of total receipts 'over^ 
pnme cost , but unless it is suiBciont to cover in the long rim!P 
a fair share of the general costs of the business, productidn'/j^ 
wdl gradually fall off' 

Kext to sum up as to long pcnods In them all inve«Y'*’. 
ments of capital and effort in providing the material 
and the organization of a business, and m - 

acqmrmg trade knowledge and specialized ability, 
have tune to be adjusted to the incomes which 
are expected to bo earned by them 


and the estimates ^ of 

dtiiS^ 

iJ 


those incomes therefore directly govern supply, and ore"th( 
true long-penod normal supply pneo of the commodities 
duced A great part of the capital invested in a business 
generally spent on building up its internal organization and^< 
Its external trade connections If the business docs-nol^ci 
prosper all this capital is lost, even though its material plant^'^ 
may realize a considerable part of its original cost' ^AnH^ 
anyone proposing to start a new business in any trade must "! 
reckon for the chance of this loss If himself a man dfv 
normal capacity for that class of work, he may look fotwa^^- 
ere long to Ins busmess beujg a representative one, in tliex 
sense in which we have used this term, with its fair sharC-Of 
the economies of production on a large scale. If the^net ^ 
earnings of such a representative busmess seem likely to ^ 
greater than he could get by similar investments in 'o^herj 

V r« ^ ^ 

1 Tlins it has Romething of tlie nsiore of a rent Compare below, Ob ■vm.V 
i l,and AppenaxO ' /■- / a 

► r- ^ ^ V P 
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trades to winch he has access, he will choose this tiacle Thus 
that inA estment of capital in a trade, on which the pi ice of 
the cnmiuodity produced hy it depends in the long run, is 
governed by estimates on the one hand of the outgoings 
requii ed to budd up and to work a representative firm, and on 
the otlier of the incomings, spread over a long penod of time, 
to be got by such a price 

^5 To go over the ground in another way IMarket 
values are governed by the relation of demand to stocks 
actually in the market, with more or less lefeience to 
‘future’ supphes, and not without some influence of ti-ade 
combinations But the current supply is in 
itself the I'esult of the action of producers in 
the past , this action has been mamly deter- t=rm Normal 
mined by their comparmg the prices which they fs'me' sa^e for 
expect to get for their goods with the expenses 
to vluch they ■wnll bo put in producing them. 

The range of expenses of which they take account will depend 
on "sv hether they are merely considering the extra expenses of 
cei-tam extra production wth their existmg plant, oi are 
consideimg whethei to laj'' doivn new plant for the puipiose 
But in any case it will be the general rule that that portion 
of the supply which can be most easily produced will be pio- 
duced, unless the price is expected to be %ery low Every 
increase in the pnce expected will, os a lule, induce some 
people who would not otherwise have produced anything, to 
pioduce a little, while those who have produced something 
for the lower pnce, will probably produce more for the higher 


pnce g 

Tlie general diift of the term Normal Supply Price is 
always the same whether the penod to which it refers is short 
or long, but there are great difierences in detail In every 
case it means the pnce the expectation of which is sufficient 
and only just sufficient to make it wortli while for people to 
produce a certam aggregate amount yeaily in every case it 
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18 tte marginal cost of production , tliat is, it is the cost of 
production of those goods which are on the margin of noli 
being produced at all, and which would not be produced if the 
pnce to be got for them were expected to be at all lowei 
But the causes which determine this margin vary with the 
length of the penod under consideration 

§ 6 Of course there is no hard and sharp lino of diiusion 
There J8 no between “long” and “short” periods Nature 
sharp division has drawn no such lines in the economic condi- 
and short tions of actual life , and in deahng with pmctical 
ptnods problems they are not wanted Just as we con- 

trast civilized with uncivilized races, and establish many 
general propositions about either group, though no hard and 
fast division can be drawn between the two , so we contrast 
long and short penods without attempting any rigid demarca- 
tion between them But four classes stand out In each, pnce 

, IS governed by the relations between demand and 

Classification , -r. , , , « i 

of problems or supply But as regards market pnees, Supply is 
peiiods^^* taken to mean the stock of the commodity in 

which they question which IB on hand, or at all events “ m 

Eight ” As regards iiormal pnees, when the term 
Normal is taken to relate to sltxyrt peno^ of a few months or 
a year, Supply means broadly what can be produced for the 
pnce in question with the existing stock of plant, personal 
and impersonal, in the given time As regards normal pnees, 
when the term Normal is to lefei to long penods of several 
years, Supply means what can be produced by plant, which 
itself can be remuneratively produced and apphed within the 
given time , while lastly, there are very gradual or Secular 
movements of normal pnce,*caused by tbe gradual growth of 
knowledge, of population and of capital, and the changmg 
conditions of demand and supply from one veneration to 
another 

The remainder of the present volume is chiefly concerned 
with the third of the above classes That is, it discusses the 
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uonnal relations of ■wages, profits, prices, &c , for long periods 
of seveial years But occasionally account has to be taken of 
gradual changes , and one chapter, Book YI Gh xii , is given 
up to “The Influence of Pi ogress on Yalue/' that is, to the 
study of very gradual, or secular, changes of value 

On the othei hand the first two classes will come into 
prominence when we discuss, in the second volume, fluctua- 
tions of pnces and wages ansmg from quickly passmg changes 
in the state of commercial credit, and other causes And the 
chapter on “Trade Unions” at the end of the piesent volume 
is paitly concerned with these two classes 
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CHAPTER VI 


JOINT AND COMPOSITE DEMAND 

SUPPLY 


JOINT AND COMPOSITE 


§ 1 The demand for the tlungs used for making other 
^ j things, and their factors of production, is in- 
raand and joint direct, it IS denved from the demand for the 
demand things towards the production of which they 

contribute , or, in other words, the demands for all the 
\anous factors of production of a finished commodity are 
jomed together in the joint demand for it Thus the demand 
foi beer is direct, and is a jomt demand for hops, malt, 
brewera’ labour, and the other factors of production of beer 
and the demand for any one of them is an indirect demand ^ 
deiived from that for beer Again there is a direct demand 
for new liouses , and from this there arises a joint demand for 
the labour of all the various building trades, and for bncks, 
stone, wood, etc , which are factors of production of building 
vork of aU kinds, or as we may say for shortness, of new 
houses But the demand for any one of these, as foi instance 
the labour of plasterers, is only an indiiect, oi Derived, 
demand. 

Let us take an illustration from a class of events that 
lUuatraUon of frequent occurrence in the labour maiket , 

i^bowdi^ute suppose that the supply and demand for 
in the build- building being m equihbnum, there is a strike 
ine trade group of wolkers, say the 

plasteiers, or that there is some other distuibance to the 
supply of plasterers' lolxiur In oilier to make a separate 
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study of the demand foi that factor, we suppose firstly 
that the general conditions of the demand for new houses 
remain unclianged (that is, that the demand schedule for 
new houses remains volid), and secondly we assume that 
theie is no change in the general conditions of supply of 
the other factors, two of^ wmch are of course the business 
faculties and the busmess organizations of the master builders 
(that is, we assume that their supply schedules also lemain 
valid) Then a tempomry check to the supply of plasterers’ 
labour will cause a proportionate check to the amount of 
building the demand price for the dmnmshed numbei of 
houses -will be a little higher than before, and the supply 
prices for the other factors of pioduction will not be greater 
than before Thus new houses can now be sold at pnces which 
exceed by a good margin the sum of the prices at which these 
‘ other reqmsites for tlie production of houses can be bought , 
and that margin gives the limit to the possible rise of the pi ice 
that vnll be offered for plasterers’ labour, and on the supposition 
that plasterers’ labour is indispensable’ 

§ 2 It IS however important to remember that if the 
supply of one factor is disturbed, the supply of others is likely 
to be disturbed also In particular, when the factor of which 
the supply is disturbed is one class of labour, as that of the 
plasterers, the employers’ eanungs generally act as a buffer 
That IS to say, the loss falls m tlie first instance on them , 
but by dischargmg some of their workmen and lowermg the 
wages of others, they ultimately distribute a great part of it 
among the other factors of production 

"We may note the geneiul conditions, under which a check 

1 The different amounts of tins margm, corresponding to different checks 
to the supply of plasterers’ labour, are determined by the general rule that, — 

The demand pnce for any thing need in producmg a commodity is, for each 
separate amonnt of the commodity, limited by the excess of the pnce at which 
that amonnt of the commodity can find purchasers, over the sum of the prices 
ut which the correspondmg supplies of th«> other thmgs needed for makmg it 
will be forthcoming 

This and several other results of the present chapter can be most clearly 
apprehended by the aid of diagrams See Pnncijplta V vi 
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to the supply of a thing that is wanted not for direct use, 
Conditions but tts a factor of production, may cause a very 
a'chYciTto'^^ great nse in its price The first condition is 
supply may that the factor itself should he essential, or 
price of a factor nearly essential to the production of the com- 
ofproduction modity, no good subo'6tu''o being available at a 
moderate price 

The second condition is that the commodity in the pro- 
duction of which it is a necessary factor, should be one for 
which the demand is stiff and inelastic , so that a check to 
its supply will cause consumers to offer a much increased 
price for it rather than go wthont it, and this of course 
includes the condition that no good substitutes for the com- 
mochty are available at a price but httle higher than its 
eqmhbnum price If the check to house building raises the 
price of houses very much, builders, anxious to secure the 
exceptional profits, will bid agamst one another for such 
plasterere labour as there is m the market 

The tlnrd condition is that only a small pait of the 
expenses of production of the commodity should consist of 
the price of this factor Since the plasterers’ wages are hut 
a small part of the total expenses of building a house, a iise 
of even 50 pei cent in them would add but a very small 
percentage to the expenses of production of a house and would 
check demand but httle 

Tlie fourth condition is that even a small check to the 
amount demanded should cause a considerable fall m the 
supply prices of other factors of production, for that will 
increase the margin available for paying a high price for this 
one If, for instance, bricklayers and other classes of woik- 
inen, oi the employers themselves cannot easily find other 
things to do, and cannot afford to remain idle, they may be 
m ing to work for much lower earnings than before, and this 
^ ^increase the margin available for paymg higher wages to 
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Tlic rise in plasteicrs’ iv.iges would be checked if it were 
possible eithei to aioid the use of plaster, or to 
get the woi k done tolerably w ell and at a mode- "f 

1 ate pi ice by people outside the plasterers’ trade Law of 
Tlie I/air of Substitution, here as olseuhere 
exorcises a subduing influence on forces ■which might otherwise 
Icid to skiitlnig results The tyianny ■which one factoi of 
pi otluction of a commodity might in some cases exercise oi ei 
the othei factoid through the Law of Denved Demand is 
tempered by the Law of Substitution 

The lelations between plasterers, bncklayem, etc. aie 
representative of much that is both instnictii e and romantic 
in the historj' of alliances and conflicts between trades umons 
in allied trades But tlio most numerous instances of Jomt 
demand aro those of the demand for a raw matenal and the 
operatn es who work it up , as for instance cotton oi jute or 
iron 01 copper, and those i\ho woik up these sei eral matemlb 
Again, the relative piiccs of different articles of food vaiy a 
good deal Mith the supply of skilled cooks’ labour, thus for 
instance many kinds of meat and many parts of vegetables 
which are almost ^alueless m Amonca, where skilled cooks 
are rare and expensive, have a good value in France where the 
ait of cooking is widely diffused 

§ 3 ^V’e ha^ o ah eady ' noticed how the demand foi any 
commodity is made up oi compounded of the compoEite 
demands of the diflhrent ludiiiduals who may demand 
need it But we now may extend this no^fcion of composite 
demand to factora of pioduction Nearly e\ei^" law matenal 
and nearly evei-y kind of labour is apphed in many different 
branches of industry, and contributes to the production of a 
gieat vanety of commodities , and the total demand foi it is 
the sum of the denved demands for it, in each of these several 
uses 


1 Seo Book HI. Oil m , IV 
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§ 4 We may now pass to consider the, cas^^bf 
^ „ , dvxts ne. of things which cannot easilylM'hroK^ 

duced separately j but are joined, m aicormn^i 
ongm, such as gas and coke, or beef and hid^,^6r wheal: 
straw. As there is a joint demand for things joined, ^in^aj 
common destination, so there is a joint supply of things 
have a common origin The single supply of thejcoimqm 
ongin 18 split up into the various derived sapphes-^fif^the, 
things that proceed from it ■ ^’7," 

The prices of the gas and the coke, the joint producfe^ 
that are got from a ton of coal, must together be'enoughi 
to cover their joint expenses of production If the demand 
for gas nses, more coke will be produced, and its :j>nce^ 
must full, BO that the increased supply may be taken off; 
the market. The nse in the price of gas must be sufficient td 
cover this fall m the pnce of coke, and also to coyerjthe'' 
increase, if there is any, in the joint expenses of production^' 
gas and coke Again, since the repeal of the Com Laws much, 
of the wheat consumed m England has been import^, p£^ 
course without any straw This has caused a scarcity and a) 
consequent nse m the pnce of straw, and the farmer Iwlio* 
grows wheat looks to the straw for a great part of the';\ulue"of 
the crop The value of straw then is high in countnes'whifclie 
import wheat, and low in those which export wheat. ^In 
same way the pnce of mutton in the wool-producing^dis^nc^i 
of Austraha was at one time very low The wool wa^ 'ex7 
ported, the meat had to be consumed at home, and as ihere' 
was no great demand for it, the pnce of the wool '’had 
defray almost the whole of the joint expenses of produojbion‘’bf ' 
the wool and the meat Afterwords the low pnce bf'mieatj, 
gave a stimulus to the trade of preserving meat for exportar^ 
tion, and now its pnce in Australia is higher. iVr' J'V 
There are very few cases of joint products the cost'of^prd' 
uction of both of which together is exactly the same aslthat- 
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of one of them nlone So long as any product of a business has 

a market -value, it is almost suie to have devoted to it some 
special care and expense, -which -would be dimm- 
ished, or dispensed -with if the demand for that tiona of jomt 
product vere to fall very much Thus, for instance, generM?y'be 
if strav were valueless, farmers -would exert them- 
selves moie than they do to make the ear bear as large a 
proportion as possible to the stalk. Agam, the importation 
of foreign v\ool has caused English sheep to be adapted by 
judicious crossmg and selection so ns to develop heavy -weights 
of good meat at an early ago, even at the expense of some 
detenoiation of them -wool It is only -when one of two 
tilings pioduced by the same process is valueless, imsaleable, 
and yet does not involve any expense for its removal, that 
there is no inducement to attempt to alter its amount. 

§ 5 "We may pass to the problem of composite supply, 
which IS analogous to that of composite demand composite 
Wlien a thing has several sources of production, 
its total supply is mode up, or compounded, of the supplies 
from all the sevei-al sources , and these supplies are rival and 
cmnpetiXxxie to one another Each is likely to be apphed in 
“substitution” for the others for the pimciple of substitu- 
tion leads every business man -to select those means to his end 
that are most eftcient in proportion to them cost, unless 
indeed he is neghgent, or has some independent reason for 
preferring the more costly one 

If the causes which govern the production of two of these 
rivals are nearly the same, they may for many purposes be 
treated as one commodity For mstance, beef and mutton 
may be treated as varieties of one commodity for many pur- 
poses , but they must be treated as separate for others, as for 
instance for those in winch the question of the supply of wool 
enters 

Eival things are however often not finished commodities, 
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but factors of production . for instance, there are many nval 
fibres winch are used in making ordinary printing paper We 
ha%e just noticed how the fierce action of derived demand for 
one of several complementary supphes, as e g for the supply 
of plasterers’ labour, was hable to be moderated, when the 
demand was met by the competitive supply of a rival thing 
which could bo “substituted” for it 

§ 6 All the four chief problems, vhich have keen dis 
cussed in this chapter, have some bearing on the causes that 
govern the value of almost every commodity ; and many of 
the most important cross connections between the values of 
difierent commodities are not obvious at first sight 

Thus when charcoal was generally used in making iron, 
the price of leather depended in some measure on 
Intricate reio- l>hnt of iron , and the tanners petitioned for the 
the ®'^cl'^ 8 ion of foreign iron in order that the demand 
different on the part of English iron smelters for oak 
^ charcoal might cause the production of English 

oak to be kept up, and thus prevent oak bark from becoming 
dear 

Again, the development of railways and other means of 
communication for the benefit of one trade, as for instance for 
V heat growing in some parts of America and for silver mining m 
others, greatly lowers some of the chief expenses of production 
of nearly every other product of those districts. Again, the 
prices of soda, and blenching materials, and other products of 
industries the chief raw material of which is salt, move up 
and down relatively to one another with almost every im- 
provement in the various processes which are used m those 
industries And every change in those prices afiects the pnees 
of many other goods, for the various products of the salt 
industries are more or less important factors in many branches 
of 111 mufacture 

Again, cotton and cotton seed oil are joint products, and 
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the recent fall in the pnce o£ cotton is largely due to the im- 
proved manufacture and uses of cotton-seed oil and further,' 
as the history of the cotton famine shows, tlie price of cotton 
largely afiects that of wool, linen and other things of its own 
class. 
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PRIME AND. TOTAL COST IN RELATION TO JOINT PRO- 
DUCTS COST OF JIARKETING. INSURANCE AGAINST 
RISK 

§ 1 We may now letmn to the consideration o£ Prune 

and Supplementary Costs, with special reference 

toAejomtpro^ ^ proper distribution of the latter between 

ducts of the the Joint products of a business Por instance 
same business , , . . n 

the sbipownei has to apportion the expenses ot 
Ins slup between heavy goods and goods that are bulky but 
not heavy He tries, as far as may be, to get a mixed cargo 
of Ixith kmds , and an imjiortant element in the struggle for 
existence of m al ports is the disadvantage under which those 
ports he which are able to offer a cargo only of bulky or only 
of heavy goods uhile a port whose chief exports are weighty 
hut not bulky, attracts to its neighbourhood industnes which 
make for export goods that can be shipped from it at low 
fi’eights 

Fiom the expenses of transport we pass easily to those of 
Difficulties as ™‘”‘rketmg Some kinds of goods are easily mar- 
totheexpenaes keted , there 18 a steady demand for them, and 
of marketing always Safe to make them for stock But 

for that very reason competition cuts their price “ very fine,” 
and does not allow a laige margin above the direct cost of 
makmg them Sometimes the tasks of making and sellmg 
them con be rendered almost automatic, so as to require very 
bttle to be charged on their account under the heads of the 
expenses of management and marketmg But in practice it is 
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n(>t «nci>ininon clmt^^e such goods witli e^on less tljau the 
vmnll share Umi ^\o^^ld proi^erly fall to thorn, and to uso them 
lO' a means of ohtaimng and niaintaming a business connection, 
that \nll facilitate the marketing of other classes of goods, the 
pn-xluction of Mliich cannot so wd] be reduced to loutme, for 
an to these there is not so close a competition Manufacturers, 
specially in trades connectetl ^\lth furniture and dress, and 
ixH.ulers in almost all trades, frequently find it* best to uso 
CH rtmu of their gooils as a means of ndiortising others, and to 
charge the fir^t 'mth loss and the second Mith moio than their 
jimjKirtionato share of .‘Supplementary expenses In the formei 
class thev put tho^e goods which are so uniform in charactoi 
and so largely consumcil that nearly all purchasers kuOM then 
avilne well, in the second those with regard to which pui- 
eh.nsen. think nioro of consulting their fancy than of buying 
at the lowest passible pneo 

Ijconoinio progi*e.ss is constantly offei mg new facilities fur 
mnrkoiing goofjs at a distance it not only lowei-s Locni factutics 
ciist of carnage, hut what is often more import- formari^ctlng 
ant, 11 enables pnxiucers and consumers m distant places to 
gel in touch with one another In spito of this, the adian- 
tnges of the proaueer who Incs on the spot ai-o leiy great in 
many trader, thej often enable him to bold bis owm against 
competitor^ at a disUince whose methods of pi eduction are 
nioi'e economic il Ho can sell in Iiis own ncighbouihood as 
cheaply as tboy can, liecauso though the cost of makmg is 
greater lor his goods than for theirs, lie escapes much of the 
cost A. Inch they incur for marketing But tune is on the 
side of the more economic methods of production, and his 
distant competitors wall gradually got a stronger footing in 
tlie ])lacc, unless he oi some new' man adopts their improved 
methods, 

A gi-eat iwii-t of these expenses of marketing results from 
the risk tiiat a thing prepanng for a certain market will not 
hud the expected sale there But it still lemams to make a 

15—2 
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closer study of the relation in -which Insurance against the 
nsks of a business stands to the supply price of any particular 
commodity produced in it 

§ 2 The manufacturer and the tiader commonly insure 
imiiTtiTitt against injury by fire and loss at sea , and the 
against risk premiums -w'hich they pay are among the general 
expenses, a share of -w^hich has to be added to the Prime cost 
in order to detennme the Total cost of their goods But the 
greater part of busmess nsks are so inseparably connected 
with the general management of the busmess that an insu- 
rance company -which undertook them would really make itself 
responsible for the business and in consequence every firm 
has to act os its own msurance office -with regard to them 
The chaiges to which it is put under this head are part of its 
general expenses, and a share of them has to be added to the 
Pnme cost of each of its products 

But there is a danger of aUo-wing for these nsks more than 
once When a farmer has calculated the expenses of raismg 
any particular crop with reference to an average year, he 
must not count in addition insurance agamst the nsk that 
the season may be bad, and the crop a failure foi m taking 
an average year, he has already set off the chances of 
exceptionally good and bad seasons against one another 
"VSTien the earnings of a ferryman have been calculated on the 
average of a year, allowance has ali-eady been made for the 
n'ik that he may sometimes have to cross the stream -wuth an 
empty boat. 

"Wlien a manufacturer has taken the average of his sales 
of dress materials over a long time, and based his futuie 
action on the results of his past experience, he has already 
allo-wed for the nsks that the machinery -will be depreciated 
by new inventions that mil render it neaily obsolete and that 
his goods will be depreciated by changes m fashion If ho 
-woie to allow separately for insurance agamst these risk% he 
would be counting the same thmg tinco over 
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Tin'; of tlio o£ tmde hit's ajrain hiounht 

iMifore the fact that, the \nluo of a thing though it tends 
to t'l^nal n't nomnd (nionet) cost of pioduction, does not 
tH^incido with it at an) particular time, sa\e In accident 
Tlio iTilue in use of a boll nith a fliiw in it is vei*} little, it 
c-in be \is(Hi onh ns old metal and theieforc its puce is onl) 
that of the old metal in it ^Vhcn it uas heincr cast the 
snme trouble and expense weio incunxHl foi it fts for othei 
belK nlut-li turned out sound Its Expenses of production 
v.ere ‘be same as those of sound bells hut tho> hn\e great 
aalue m use and mi' thercfoix' sold at a high pnee The pnee 
of each jvntieular bell is limited by its \ahie m use sihat 
the J*a\v of Xonnal Value states is that the puce of cmcked 
hells and sound liells togetiior must in the long lun coaer the 
( xpmses of making IxMls 



230 


CHAPTER Vin 

SHOBT NOTES ON SEVERAL PROBLEMS. 

§ 1 We aro nov? at tlie end of that part of the geneial 
theory of value virhich can be presented m an easy form But 
a word or two may be said here as to the general drift of a 
few doctrines, the investigation of which belongs to an ad- 
vanced course of study 

In Appendix C it is shortly argued that the soKsaUed 
“rent” of a house, after deducting for the value 
Qnasl-rcnta. which it IS built, IS really profits 

' on capital invested in building but that such profits, and 
also the profits earned by machinery and other apphances for 
production, have somethmg in them of the nature of rent, 
and that when short periods of time are under consideration 
they may properly be regarded as Qium-renis 

The average income earned by the machinery in normal 
times IS pretty sure to be about enough to give a moderate 
return of net profits. For if it gave but a very poor profit, 
capital would leave the trade , and if it gave a very high profit, 
capital would flow into the trade, and by its competition 
bring the rate of profits down to the normal level But this 
argument assumes that the trade is open. It is not apphcable 
to a monopoly. 

§ 2 A monopolist may be, and often is, influenced by 
„ many other motives than the immediate desire 

Monopoltes . “ ti . . - , , , , 

tor gam Jiut in so far as he is governed by tins 
motive, ho will endeavour to keep the price of his commodity 
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nt tho 1 p\c 1 will gi\o luiu tlie greatest net revenue. If, 

for iiislauce, a ferry company n practical monopoly 
of a short cut lietween a lowm and its suburb could get 2,000 
jv-issemgcrs 'iveokly nt a faro of 3i/, 4,000 at 2t/, or 10,000 at 
U ; and if it calculated that its ivoihing expenses "would be 
nti the mto of 2ff for tho first number, foi tho second, 
md for tho third, it would l)o likely to fix tho fare at 2c4 
Tor the figures would stand thus . 



Kuinbcr 

Cost pet 

Net 

Fare, 

camv-d 

hem 

revenue. 

fid. 

2,000 

2d 

2,000d. 

2d. 

1,000 

lid 

3,000d 

3d, 

10,000 

2 '^ 

2,.'500d 


Tt Mould thus get a Inghei leicnuo with a faro of 2d, 
than "witli either 3d or Id 

If, liOMCNcr, it could bo induced to lower its fare to Id, 
The -1,000 people who had paid tho 2d would gam 4,000d.net 
and t!jo 0,000 people "who would "walk round rathoi than pay 
2d^ but would pay Id lather than walk, would also derive a 
licnefit from the change. If wo put the aggregate laluo of 
this benefit to them at 2,000d , w o find that a change w'hich 
took bub fiOOd from the not income of tho ferry company 
would confer C,000fZ. worth of liencfib, or consumers’ surplus 
ns wo hare called it, on tho public Tins case illustrates the 
M-arting jKiint of many interesting problems^ 

§ 3 Tho stnkmg features of tho case of the feny arc 
derived from tho fact that a great number of indirect 
passengers can be earned at a low'ei cost per ^n“a‘4najn 
head to tho company than a small number And demand 
it may bo observed that m any branch of production which is 
fi-co from mono]>oly and m which this rule holds (or in tech- 
nical tonns w’hich show s a tendency to Inci-easmg Ketum), an 

1 Tlio pmcljcal nppUcationa of Buch lines of reasoning belong to a later 
stage of economic slmly bnt tbeir leading oatlmoa ore ebown by aid of 
iliagmnm in Pnnctjples, T m\ 
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increased demand is sure to be followed by a fall in supply 
price undei the direct influence of competation , and thus 
ei er^' additional purchaser confers a benefit on others Bdoks, 
for instance are made cheaper, to the benefit of all concerned, 
by an increase m the demand for them But oats are made 
dearer by an increase in the demand for them If neb men 
kept many superfluous horses, they would moke food dearer 
If instead thej bought many books, they would enable other 
people to buy more books for a given outlay than before 
This cose also pomts to many interesting problems b 

1 Tlie Icmling ontlniea of hoiin, of the*© nre sliosvu by aid of iliafiranis in 
Pnncxplti, Y mi and sin 
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YALUE, 

on 

DISTRIBUTION AND EXCHANGE 
CHAPTER I 

PllhLBUNAJlY SURVEY OF DISTRIBUTION AND EXCHANGE 

g 1 The keynote of this Book is in the fact that free 
human beings are not brought up to their work on the same 
principles as a machine, a horse, or a slave If they vere 
there would be very httle difference between the , 
distribution and the exchange side of value ^ for Book vi 
then the return to each agent of production would ^ whole 

only just suffice on the average to cover its expenses of 
production with wear and tear, etc — on the average , ^ e 
after allowance had been made for casual failures to adjust 
supply to demand. But as it is, our gro-wing power over nature 
makes her yield an ever larger surplus above necessaries , and, 
though this might be absorbed by a very rapid mcrease of 
population, yet in fact population in a modern civdized 
country does not increase rapidly up to the means of subsist- 
ence, and all ^ve the poorest do in fact enjoy a growmg 
surplus above mere necessaries There remain therefore the 
questions — What are the general causes which govern the 
distribution of this surplus among the people? What part 
IS played by conventional necessaries, i e the Standard of 
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Comfort 1 "What by the influence -which methods of con- 
sumption. and habits of life exert on efficiency j by -wants 
in relation to activities, i.e by the Standard of Life? What 
by the many-sided action of the principle of substitution, 
and by the struggle for survival between hand-"worker3 and 
bram--i\’-orker8 of different classes and grades? What by the 
po-wcr -which the use of capital gives -to those in -whose hands 
It IS? What share of the general flow is turned to remune- 
rate those -who work and “wait,” as contrasted -with those 
who work and consume at once the fruits of their endeavours ? 
An attempt is made to give a broad answer to these and 


simple 
illustrations 
needei. 


some similar questions 

The problem of distribution la difficult , no solution of it, 
The problem 'wAicb IS Simple, can be true CJloser study has 
difficult shown that what professed to he easy answers 
•to it, were really partial answeis -fco imaginary 
questions that might have arisen m other 
worlds than ours m which the conditions of life were 
■very simple’ But yet the work done m answering these 
questions was not wasted * for a very difficult problem can 
best be solved by being broken up into pieces , and each of 
these simple questions contained a part of the great and 
difficult problem which we have to solve Lot us profit by 
this e-spenence and work our way by successive steps 

§ 2 Let us begin by studying the influence of demand on 
the earnings of labour, dra-wn from an imaginary 
world in which e\eryone o-wns the capital that 
aads him in Ins labour , so that the problem of 
the relations of capital and labour does not arise 
in it. That is, let us suppose that but little capital 
IS used , while everyone owns whatever capit^ he 
does use, and the gifts of nature are so abundant that they are 
free and unappropriated Xiet us suppose, further, that everyone 
is not only of equal capacity, but of equal wilhugness to work, 
1 Compote Appcnaix D § 1 


First, all 
supposed 
industrially 
equal and 
interchange- 
able popula- 
tion station- 
ary 
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and does in. facb ivoik equally liard * also that all work is un- 
skilled, — or rather unspecialized in this sense, that if any ti\ o 
people were to change occupations, each would do as much and 
as good work as the other had done. Lastly, let us suppose that 
everyone produces tlimgs ready for sale ivnthout aid, and that 
he himself disposes of them to then ultimate consumers so 
that the demand for eveiytbing is direct 

In this case the problem of value is very simple Things 
exchange for one another in proportion to the laboui spent 
in producing tliem If any one thing runs shoit in supply, 
it may for a short time sell for more than its normal pnce 
it may exchange for things the production of which had 
required more labour than it had, but, if so, people will 
at once leave other work to produce it, and in a very short 
time its value will fall to the normal level Therefoie, though 
there may be shght temporary distuibances, yet as a rule 
everyone’s eanungs will be equal to those of everyone else In 
othei woiils, each will have an equal share m the net sum 
total of things and services produced , or, as we may say, 
the real ITaticmal Income or Divideyid This will constitute 
the demand for labour , and may be called the common 
Wages-T’und oi Earmngs-Fund, or better still Earmngs- 
stream , smce a Fund fails to suggest the constant flow of 
new goods into the world through supply, which flow out 
agam through demand and consumption 

If a new invention should double the efficiency of work in 
any trade, so that a man can make twice as many thmgs of a 
certam kind m a year mthout requiring additional apphances, 
then those things wiU fall to half their old exchange value 
Tlie effective demand for everyone’s labour will be a little 
increased , and the share which he can draw from the common 
earnmgs-stream will be a little larger than before He may if 
he chooses take twice as many things of this particular kmd, 
together with his old allowance of othei thmgs oi he may 
take somewhat more than before of everythmg If there be an 
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increase in tlio cfliciency of production in innnj* trades, tlic 
common earnings Btrenm or dividend vrill iio considerably 
larger, the commodities produced by those trades mil be 
gnen more largely in exchango for those produced by other 
trades , and this v ill of course increase the purchasing power 
of Cl eiy one's earnings. 

^ 3 Nor will tlio position bo greatly cliangrd if wc 
suppose that some specialized skill is required ib. each trade, 
pronded other things remain as before that ls, pronded the 
vorkers are still supposed to be all of equal capacity and 
Next sup- industry, and nil trades to bo equally agreeable 
eachSnVhiK equally easy to be Icanit Tlie jiormul rate 

own trade of oammga y.iU still lie tho same in nil trades, 
for if a day’s labour in one trade produces things that sell for 
more than a day’s labour in others, and this inequality shou s 
any signs of lasting, people will bnug up their children by pre- 
feienco to the favoured trade The productive power of tho 
community will have been increased by the division of labour, 
the common National Dividend or Eamings-stream will lie 
larger, and as, putting aside passing disturbances, all udl 
share ahke in it, each will be able to buy •with the fruits of 
Ins oivn labour things more sera iceablo to him than ho could 
have produced for himself. 

^ In tins stage, as in those considered before, it is still true 
» that the lalue of each thing corresponds closely to the amount 
> of labour spent upon it , and that tho earnings of everyone 
{ are governed simply by tho bounty of nature and the progress 
\ of the arts of production 


§ 4 Next, let us look at tho influence of changes in the 
Next allow of ^ho population on their eamings ‘ 'We 

lora^owthof are still supposmg all labour to bo of the same 
population grade , so that, os m the last section, the normal 
rate of oamings will stall be tho same in all trades because, 


It mil be recollected that the reciprocal influence of eaminga ni»on popa- 
lation is to be reeVoned with in tlie following chapter The reasonmga of this 
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if a daj^s labour in one trade produced thmgs that sold foi 
more than a day’s labour in others, and this inequality showed 
any signs of lasting, people would bring up their children by 
preference to the favoured trade. In this case then, as before, 
the national income wnll be divided out equally to each family, 
save for some slight passing inequahties , and, therefore, every 
improvement m the arts of production or transport, every new 
discoveiy, every new victory over nature will increase equally 
the comforts and luxuries at the command of each family 

But this case differs from the last, because m this case, 
the increase of population, if mamtamed long enough, must 
ultimately outgrow the improvements in the arts of production, 
and cause the law of dimmishiug return to assert itself 
in agriculture That is to say, those who work on the land 
will get less wheat and other produce in return for their laboui 
and capital An hour’s labour will represent a less quantity 
of wheat than before throughout the agncultural trades, and 
therefore throughout aU other trades, smce aU labour is of 
the same grade, and earmngs are therefore as a rule equal in 
aU trades 

Further we must note that the surplus or rental value of 
land will tend to rise. For the value of any kind of produce 
must equal that of the labour, aided on our supposition by a 
uniform quantity of capital throughout, which is required to 
produce it on the margin of cultivation’ More labour and 
capital than before will be needed to raise a quarter of 
wheat &c on the margin , and therefore the wheat <fec , which 
is returned by nature to the labour apphed under advan- 
tageous circumstances, wdl have a higher value relatively to 

sechon apply to any growth of population however caused, for instance to one 
caused by advance of medical science, and a consequent lessenmg of the death 
rate 

1 The marginal apphcation of labour may he on land that will barely repay 
any labour at all, oi it may he that cultivation of fertile land which is only 
just remunerative Bee Book rv Ch m. § 2 
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that labour and capital than before * or, m other "vrords, it ivill 
jield a larger surplus value over that of the labour and capital 
used in raising it 

This surplus mil go to the private ovmer of the land, 
if there is one though of course it might conceivably bo 
appropriated to pubhc uses or conceivably everyone might 
hai 6 an equal share of land 

§ 6 Let us now drop the supposition that labour is so 
Next aUow for ^ ensure equal remuneration for equal 

differences in efforts, throughout the whole of society , and let 
us approach much nearer to the actual condition 
of life by supposing that labour is not all of one mdustnal 
grade, but of several Let us suppose that parents always 
bring up their children to an occupation in their own grade , 
that they have a free choice mthm that grade, hut not outside 
it In the nei-t chapter we shall have to consider what causes 
are hkely to govern the mcrease of numbers m each grade , 
hut whatever he those causes, it is clear that the share of each 
of the members of any grade, or other industrial compartment, 
will he the higher, the fewer the number of those members 
aud the greater the need for their services on the part of the 
community and especially of nch people 

Suppose for instance artists to form a grade or caste by 
themselves, then their earnings will be governed, partly by 
their own numbers, partly by the resources winch the popula- 
tion have avadable for spending on such gratifications as 
ai-tists can supply for them, and partly by their desire for 
such gratifications 

§ 6 We may now leave the imaginary world, m which 
We return to every one owns the capital that aids him m 
conVide’roniy "Work, and return to our own, where the 
demand relations of labour and capital play a great part 
in the problem of distribution , and where the action of eco- 
nomic forces 18 largely directed by a set of men who specialize 
themselves in the organization of husmess 
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Ifc is cluefly their agency m the modern "world "which ' 
3 nstifies the common sayings of every-day life, Pnncipieof ! 

that “every tiling tends to find its own level,” \ 

that “ most men earn just about -what they ar0 common say- » 

•worth,” and “if one man can earn twice as much ■' 

as another, that shows that his work is worth [ 

. , finds Its own \ 

twice as much, that “machinery "wiU displace level. ■' 

manual lahoui whenever it can do the work cheaper” If 
theie are "two methods of obtaining the same result, one by > 
skilled and the other by unskilled labour, that one "will be ' ' 
adopted which is more efficient m proportion "to its cost 
There will be a margm on which either "wiU be mdifferently 
apphed, and on that margin the efficiency of each "will be m 
proportion "to its cost 

Again, there "wiU be a rivalry between hand-power and 
machine-power similar to that between two different lands 
of hand-power or two different kinds of machine-power 
Thus hand-power has the advantage for some operations, as, 
for instance, for weeding out valuable crops that have an 
irregular gro"wth , horse-power in its turn has a clear advan- 
tage for weeding an ordinary turmp-field, and the apphca- 
"tion of each of them "will be pushed till any further use of it 
would bring no net advantage On the margm of mdifference 
as between hand-power and horse-power their prices must be 
proportionate to their efficiency, and thus the prmciple of 
Substitution "WiU. have established a direct relation between 
the wages of labour and the price that has to be paid for 
horse-power' 

1 See utove, Book v Cli m and iv It ivill bo remembered that, so fai 
as tbe knowledge and business enterprise of the producers reach, they "mil m 
each case choose those factors of production "which are best for their purpose 
the sum of the prices -which they pay for those factors -which are used is, as a 
rule, less than the sum of the prices -which they -would have to pay for any 
other set of factors -which could be substituted for them -whenever it appears 
to the producers that this is not the ease, they "wiU, as a rule, set to -work to 
substitute the less expensive method. The margm of profitableness is not to 
be regarded as a mere pomt on any one fixed Ime of possible mvestment ; but 
ns a boundary hne of irregular shape cuttmg one after another every possible 
hue of mvestment See especially pp 195, 196, 205, 206 
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As a mle many kinds of lalniur, of raw matenal, of 
machinery and other plant, and of business organization both 
internal and e-rtcrnnl, go to the production of a commodity . 
and the advantages of economio freedom are never more 
'•tnkingly manifest than when n business man endowed mth 
genius 13 trying expenmonts, at his own nsk, to see vfhether 
^omo new method, or combination of old methods, will be 
more efficient than the old 

Every business man indeed is constantly endeavouring 
to obtain a notion of the relative efficiency of every agent of 
production that he employs , as well as of others that might 
possibly be substituted for some of them He 
Net product estimates as best be can how much net product 

wnU be caused by a certain extra use of any one agent. By 
'net product is meant net addition to the total value of his 
product, after deducting for any extra expenses that may bo 
indirectly caused by the change, and addmg for any incidental 
savings He endeavours to employ each agent up to that 
margin at which its not product would no longer exceetl the 
price he would have to pay for it, he works generally by 
trained instinct mther than formal calculation , and it would 
lie too long a task here to wnto out m slow reasonings the 
quick thoughts that pass through his mind But all his 
reckonings are substantially similar to those which lie 
makes in the case in winch he is in doubt wlietber be has 
enough labour to turn Ins stock, machmory and other trade 
aiqilmnces to good account, and wdiether ho could not, by 
hiring one more man, increase the production by more than 
tlie equivalent of his wages, without having to supply ad- 
ditional capital in any other way 

§ 7 So far wo ha\ o considered chiefly the demand for - 

laltoiir But it maj lie well to push a little further our 
illubtratioii of the nature of the demand for capital for anj 
UbO, and to ohstno the way in which the aggregate demand 
fur it is made up of the demands for many different uses. 
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To fix the ideas, let us take some particular trade, say 
that of Lat-makmg, and inquire vkat determines mustr^tion of 
the amount of capital which it absoibs Sup- the demand for 
pose that the late of interest is 3 per cent, per parti^^^^ 
annum on perfectly good secuinty , and that the 
hat-making tiade absorbs a capital of one niilhon pounds 
This imphes that there is a rndhon pounds’ worth of capital 
which the hat-makmg trade can turn to so good account that 
they would pay 3 per cent per annum net for the use of it 
rather than go without it 

Some thmgs are necessary to those engaged m. the tiade, 
they must have not only some food, clothing, and house-room, 
but also some Circulatmg capital, such as raw material, and 
some Ihxed capital, such as tools and perhaps a little ma- 
chinery And though competition pi events anything more 
than the ordinary trade profit bemg got by the use of this 
necessary capital , yet the loss of it would be so injurious that 
those in the trade would have been willing to pay 60 per cent 
on the capital, if they could not have got the use of it on 
easiei terms. There may be other machineiy which the trade 
would have refused to dispense with if the rate of interest had 
been 20 per cent pei annum, but not if it had been highei 
If the rate had been 10 per cent , still more would have been 
used , if it had been 6 per cent , stdl more , if 4 per cent , 
stiH more, and finally the rate being 3 per cent they use 
more still. When they have this amount, the maiginal utihty 
of the machinery, ^e the utihty of that mochmery which 
it 13 only just worth their while to employ, is measured by 
3 per cent. 

A rise in the rate of interest would dimmish their use 
of machmery , for they would avoid the use of all that did 
not give a net aimual surplus of more than 3 per cent on its 
value. An d a fall m the rate of mterest would lead them to 
demand the aid of more capital, and to mtroduce machmery 
which gave a net annual surplus of somethmg less than 3 per 

M. ‘ 16 
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cent, on its value Again, the lower the rate of intere^ the 
more substautaal will bo the style of building used lor 
hat-making factories and tho homes of tlio hat-makerd j 
a fall in tho rate of interest will lead to tho employment m 
more capital m tho hat-makihg trade in tho form of larget 
stoolcs of raw mateiaal, and of tho fi nish ed commodity in th^ 
hands of retail dealers' " 

The methods m which capital will bo applied may, vaiy 
Variety In muoh even within tho same trade. Each under 
dwa^for^ taker having regard to his own means, will pusl 

capitaL the mvestment of capital m his business in eacl 

several direction until what appears m his judgment to be'tfo 
margin of profitableness is reached , and that margin is, 
liave said, a boundary line cuttmg one after another evei^ 
possible line of investment, and mo'ving irregularly outwara 
in all directions whenever there la a fall m the rate of inter^ 
at which extra capital can be obtained Thus the demand fo: 
the loan of capital is the aggregate of the demands of al 
individuals m all trades , and it obeys a law similar to tlm 
which holds for the sale of commodities, just as there is i 
certam amount of a commodity which can find purchaser 
at any given price, and when tho price rises the amoilh 
that can be sold dimuushes, so it is with regard to the hs 
of capital. 

And as with borrowings for productive purposes, so "wit! 
those of spendthrifts or Go\ emmenta who mortgage their futur 
resources m order to obtain tho means of immediate expendi 
ture. It is true that their actions are often but little goverhei 
by cool calculation, and that they frequently demde how muc 
they want to borrow with but httle reference to the price the 
inll have to pay for the loonj but still the rate of interbs 
exercises a perceptible influence on borrowings even of thi 
kmd. ' ‘ 

f 

K 

1 On Jevons’ aoctrine o£ the “Advimtago of Capital to Inatutry,” m 
-PnnoiplM, Ed. m. p 487 , 
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I S, To Kum up tho ^^hoIc^ in n coinprelicnsh c, if diQicult, 
‘.t'ltomt'iU .—-Kvery ngotit of pioduction, land, provistonai 
tnnrluju'n, skillot! Inliour, un'skillcd labour, Ao, conclusion 
loiul-’ to ho nppliwl in protluction n*! far as it profitably can 
If oniploycry, and other business men, think that they 
nil net a K'tler result by umiig a little inoie of any one agent 
they M ill <Jo <o In this (hoy do on a largo scale just \%hat ise 
Imvc sOiu the houses ifo doing on a small Kcalo • thej* estimate 
the net pm^Uict (that is the net iiici-onso of their total output 
nftrr allow uig for incidental ex]iense->) that will be got bj a 
Hulo nioro out lav in this dm'ction, oi a little more outlai- in 
that j and if the) can gam bvalnflmg a httio of then outlay 
from one direction to another, thej do so' 

TIuih then the uses of each agent of production aie 
gQ\iniisl by th” general emuliUons of demand in MarjUnai 
is'litum to eupplv that i<c on the one hand by u'csdonot 
iho rrgcnc} of all the uses to which tlio agent CiucT 
ran Ivj put, taken together with the means at 
dm co’ninand of those who need it, and, on the torcther 
<dher hmd, liy the a\nilnl)le sUioks of it. And by the 
tonality IS nmntnine<i la tween its ^alu^‘s foi each demand 
use by the constant tondoncy to shitt it from in rclniion 
u--t'=, in which its sertices ai-e of less taluo 

1 Jt uiav Iw' tttjl to cmn]mo nfej* I>v itcp tlio case of (ho lionsomfc dis 
trth^'iti;; hrr iwt iM-twcin itsvnrinus n^esfor diroct domestic confitiiuiitioii, 
rml the ispltalist (mploTCx-i itmlnbuliiig lht> gcncml rc'-onrces of tho com* 
in prcKlnctirm, nml for case of compnnson tho ojHming pnmgraph of 
JJiiok lu Cli T t(* n'pwtncMl liorc — Tlio pnmitivo hoasomfc fliidhig that sho 
Inn a linillwl immtM’r of Innhs of yam from tho ■venra shennup, consirtcra all 
the tlrtijif-nlif vvnnln for clothing amt tnen to dinintmto tho ynni bctwocii them 
in sncli n wov as to contnlmto ns much ns possible to tho fnmilv well beuig 
She will think sho hns fnllctl if, when ft is dono, she has reason to regret that 
sho itht not apply more to making, say socks, and loss to sests That nould 
inoa i that sho had miscnlculntcd the points nt nluch to BaBjicnd tho making 
n! socks and rc-sts rcKpcclivcly , that aho Imd gone too far in tho case of vests 
and not far enough in that of socks} and Hint thcroforo at tho points at which 
she ncluoliy did atop, tho ntiliU of yam tnmod into socks was greater than 
tlinl of yarn tamed Into vests lint if, on tho other hand, sho hit on tho 
right points to etop nt, then sho itmdo just so many socks and s ests that she 

IG— 2 
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to others in ■vvlnclx they nro of great or lahio, in accordance 
T(7ith the pnnciplo of substitution 

If less use is rondo of unskilled lalxiur or any agent, the 
reason ivdl bo tl»at at some point at nhich people ivcro on 
the margin of doubt whether it was north while to use that 
agent, they have deculod that it is not worth their while 
That 13 wlint is meant by saying that wo intist watch the 
margiiuil uses, and tlic marginal efficiency of each agent 
We must do so, simply because it is only at the margin that 
any of those shiftings can occur by w Inch changed relations of 
supply and demand manifest themselves’ 

got nn equal amomit of goo<l oat of llic last biimllo of yiim tlint sbo applied to 
soots, anil tbo last filic applicil to % ests 

1 Some cntijs of tlio modem doetnno of mlao liovo misnndcrstood its 
cliaractcr and supposed tliat it represents tbo marginal nso of<a thing ns 
gorennng the ralno of tlio vrbolo It is not so , tbo moilem docfnilo says WC 
must po to (he mfirgin to fhtdg the aciton of thof forcei gover-n tbo 

\dtto of tbo vrbolo and that w a very djflojvnt affair Of conrso tho wltlv 
dranal of tron from any of Us ncccssaty ttscs would base just tbo same 
mllnenco on its rnlao as its withdrawal from its marginal nsos; In tbo same 
way as, in tho caso of a boiler for coolnng under high iircssnrc, tlio pressure In 
tbo boiler would be affected by tbo escape of nur other steam just as it would 
by tbo escape of tbo steam ui one of tbo safety rnh cs Bnt in fact tbo sfci*n 
does not escape ewcopt through the safely vnlves, and iron, or any other 
agent of production, is not thrown ont of nso cseept at iKunta on. its inargiunl 

Tile doctrine of net product is full of difficnltics w Li'b caimol bo ndeqnntcly 
treated in a short treatise Tlicy aro discussed ui Bn iieipfes (fifth edition), 
Y vm— xiandYI i 



CHAPTER IL 


PEELi:\llNAEY SUEVEY OF DISTEIBUTION AND EXCHANGE, 

CONTINUED 


g 1, In the last chapter we confined our attention to the 
manner in which the national income is distributed among 
the inrious agents of production, in accordance •v\nth the 
quantity of each agent, and the services which it renders 
"We have now to consider the othei side of the pioblem,'viz 
the influence which the remuneration of each agent exerts on 
the Bupplj' of that agent 

When a man is fresh and eager, and doing work of his 
own choice, it leally costs him nothing For as ^ 

some socialists have urged with pardonable ex- yields 
aggeration, few people know how much they 
enpy moderate work, till something occurs to prevent them 
from workmg altogether. But rightly or wrongly, most 
persons heheve that the greater part of the work which 
they do, when earning their hving, yields them no surplus 
of pleasure , but on the contraiy costs them something They 
are glad when the hour for stoppmg arnvas perhaps they 
forget that the earher hours of their work have not cost them 
ns much as the lost. 

The longer a man works, or even is on duty, the greater 
is hia desire for a respite, unless indeed he has become 
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Jncrcascd 

remuneration 

Cencntlly 

stimulaten 

to increased 

exertions 


inuiGjctl Ity iin ttork, ^\ln^o ctcry Itnur’s jtfUhtnjual 'ttotk 
gitos Inni nioro paj, mid bnngs hun iitarei to 
tho stage nt -which htb ino.t urgent MniUt nrc 
HiitiRfiecl, and the higher thf pa), thti soon* r 
tins Rtage is reiichwl It depends then on the 
individual, vliether ^\lth growing paj new umits 
nnfo, and new dcbircs to protido comforts for others or for 
InmselC m nftei jears, or lie is soon Ratmtetl -with thoi*) 
eiijojsnents that can be gitined on!) h) vorlv, and then cni'i'*s 
more rest, and more opportunities for actitities that are them* 
sehes pleasurable No unnei-<ad rule can lie laid dov'u, but 
ovptiienco seems to show that the more ignorant and phhg' 
malic of races and of inditidimls, especiall) if thoyhse in a 
southern dune, will sla\ at then \sork a shorter tune, mnl 
will evert tlicmsehcs lo'S while at it, if tho mto of pa) ri'-e-, 
so as to guc tlicm then accustomed (mo)nicnts m return lor 
loss woik tlmn before But tbo>o whose mental boiiron is 
wider, and who lin\o moie firmness and elasticity of cbiu-acter, 
wall ssork the harder and the longer tho higher tho mto of 
pay whicli is open to tliem , uiilovs indee^l the) jm ter to 
dnert then nctnitus to lughei aims Uitni aiork for niatenal 
gam But tins point will nco<l to ho disenssc'd more fully 
under tlio head of the influence of progress on value On tho 
whole then we may conclude tlmt inctvaaod reuumtmtion 
causes an immediate increase in tho suppl) of efllcieut work, 
ns a rule, and that the exceptions to this rule, thougli 
significant, are seldom on a largo scale 

§ 2 AVIien howei er w o turn from tho immediate influonco 
everted by a nso m wages on tho work clone b) an indn idual 
to its ultimate efTc'ct after a generation or tw o, the result is 
less uncertain It is indeed true that, thougli a 
teniporaiy improvement wnll give a good many 
young people the opportunity to niai-ry and sot 
up liouse, for which they have boon waiting, )et 
a permanent increase of prosperity is quite as 
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likely to lower as to raise the birth-rate. But on the other 
hand, an increase of wages is almost certain Ibo dimmish the 
death-rate, unless it has been obtained at the price of the 
neglect by mothers of them duties to their children. And 
the case is much stronger when we look at the influence of 
high wages on the physical and mental vigour of the coming 
generation 

For there is a certam consumption which is strictly 
necessary for each grade of work in this sense, that if any of 
it is curtailed the work cannot be done efficiently the adults 
might indeed take good caie of themselves at the expense of 
their chddren, but tliat would only defer the decay of effici- 
ency for one geneiation. Further, there are conventional 
necessanes, which are so stnctly demanded by custom and 
habit, that in fact people generally would give up much of 
their necessaries, stnctly so called, rather than go without the 
greater part of these Thirdly, there are habitual comforts, 
which some, though not all, would not entirely relinqmsh even 
when hardly pressed. Many of these conventional necessaries 
and customary comforts are the embodiment of material and 
moial progiess, and their extent vanes fiom age to age and 
from place to place The greater they are, the less economical 
is man as an agent of production. But, if they are wisely 
chosen, the greater they are the better for man and that is 
the important matter For man himself is always the sole 
end of production 

Any mcrease m consumption that is stnctly necessary to 
efficiency pays its own way and adds to, as much as it draws 
from, the national dividend. But an increase of consumption, 
that IS not thus necessary, can be afforded only influence 
through an mcrease in man’s command over ^^ndtture 
nature : and that can come about through ad- of eamings. 
vance in knowledge and the arts of production, through mi- 
proved organization and access to larger and richer sources 
of law material, and lastly through the giowth of capital 
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and the material means of attaining desned ends in any 
form ♦ 

Tims the question how closely the supply of labour 
responds to tho demand for it, is in a gicat measuio rcsohed 
mto the question hoi\ great a part of tho present consumption 
0 ^ the people at large consists of necessaries, strictly so 
called, for the hfe and efficiency of joung and old , how much 
consists of conventional necessanos ivlnch theoretically could 
bo dispensed wth, but practically ould ho preferred by tho 
majoiity of the people to some of those things that were really 
necessaiy foi efficiency , and how much is I'callj’' superfluous 
legal ded as a means towards pioduction, though of course 
part of it may be of supremo importance regarded os an end 
m itself. 

The earlier Ficnch and English economists classed ncaily 
all the consumption of tho ivorkmg classes under the hi’st 
head* They did so, partly for simphcity, and partly because 
those classes were then poor m England and verj' poor in 
France, and they inferred that the supplj' of labour would 
coricspond to changes m tho effective demand for it m the 
same way, though of course not quite as fast as that of 
machmeiy -would. And an answ’or not lerj'- different from 
theirs must be gi\ en to tlio question with regard to tho less 
advanced countries e-sen now. Foi throughout the greater 
part of tho -world the working classes can afford but few 
luxuries and nob eieii many comentional necessaries, and 
any increase in their eaimngs ivould result in so great an 
mcrease of their numbore as to bring down their earnings 
quickly to neaily the old level at their mere expenses of 
rearing 0\ ei a great part of the woild wages are goi emed, 
nearly after tho so-called tron oi brazen law, which ties them 
close to the cost of reaiing and sustaining a rathei inefficient 
class of. laboureis 

As regal ds the modem western woild the answer is 
* Compare Appendix D § 1. 
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materially diflerent, so gieat has been the recent advance m 
knowledge and freedom, in vigour and wealth and in the 
easy access to nch distant fields for the supply of food and 
raw material But it is stdl true even in England to-day 
that much the greater part of the consumption of the mam 
body of the population conduces to sustam hfe and vigour, 
not perhaps m the most economical manner, but yet without 
any great waste Doubtless some mdulgences are positively 
harmful, but these are dimimshmg relatively to the rest, 
the chief exception peihaps being that of gambling Most 
of that expenditure which is not strictly economical as a 
means towards efficiency, yet helps to form habits of ready 
resourceful enterprise, and gives that variety to hfe without 
winch men become dull and stagnant, and achieve httle 
though they may plod much , and it is well recogmzed that 
even in western countries skilled labour is generally the 
cheapest where wages are the highest It may be admitted 
that the mdustnal development of Japan is tendmg to show 
that some of the more expensive conventional necessaries 
might conceivably be given up without a corresponding 
diminution of efficiency but, though this experience may be 
fruitful of far-i*eachmg lesults in the future, yet it has httle 
bearmg on the past and the present It remains true that, 
taking man as he is, and has been hitherto, m the western 
world the eanungs that are got by efficient labour are not 
much above the lowest that are needed to cover the expenses 
of rearmg and traming efficient workers, and of sustaimng 
and brmging mto activity their full energies ‘ 

1 On all locomotives there is some brass or copper work designed partly 
for ornament, and which conld be omitted or displaced without any loss to the 
efBciency of the steam engme Its amount does m fact vary with the taste of 
the officials who select the patterns for the engmes of different railways But 
it might happen that custom reqnu:ed such eiqpenditure , that the custom would 
not yield to argument, and that the railway companies could not venture to 
offend agamst it In that case, when deolmg with periods durmg which the 
custom ruled, we should have to mdude the cost of that ornamental metal 
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We conclude then that nn inci-ease of wages, unless aimed 
under unwholesome conditions, almost always increases the 
strength, physical, mental and ca^en moral of the coming 
generation, and that, other things being equal, an increase 
in the earnings that are to be got by lalxmr increases its rate, 
of growth, or, m other words, a rise in its demand price 
increases the supply of it If the state of knowledge, and 
of social and domestic habits be given, then the vigour of 
the people as a uhole if not their numbers, and both the 
numbers and ngour of any trade in particular, may bo ssud 
to have a supply pnce m this sense, that there is a certain 
lei el of the demand pnce which ivill keep them stationary, 
that a highei pnce would cause them to increase, and that 
a lower pnce would cause them to decrease. 

[ Thus aga in w’o see that demand and supply e xert equally 
important in Sfieirccs on wages , neithe r Ti h-q g claim to prfe 
Tv/ofoid dominfuice,,,any more than has eit her bln-de- Of- a 
of demand either pier of an arch Wages 

and supply tend to equal the net product oTlaitour, its 
® marginal productmty rules the demand pnce for 
it , and, on the other side, wages tend to retain a close though 
mdirect relation ^v^th the cost of reanng, training and 
sustaining the energy of efficient labour Thus the supply- 
pnce and the demand-pnce of labour tend to be equal wages 
are not governed by demand-pnce nor by supply -pnce, but 
by the whole set of causes which govern demand and supply 'J 
§ 3 To pass to the matenal agents of production — We 
haie seen how- the accumulation of capital is governed by a 
great vanety of causes by custom, by habits of self-control 
The supply of realizmg the future, and alx)V 0 all by the 

of capital power of family affection secunty is a necessary 

condition for it, and the progress of knowledge and intelligence 


work in the COTt of prodncing a certain omonnt of locomotive horse-nower on 

r there a^ rn/p^"^ 

^hlemg, e^oci^y rach ns relate to periods of bat moderate length m which 
conventional and real necessaries may be placed on nearly the 2e f^t^g 
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fvtrthers it iii many ^\ays. But though it is affected by many 
cau‘;oi, othet than the rate of interest; and though the 
saMng of some people is but little affected by the rate of 
interest, while a few 'wlio have determined to secure an 
income of a certain fixed amount for themselves or then 
fnmil}^ Anil saie less mth a higli rate than with a low rate 
of interest; yet a strong balance of evidence seems to rest 
with the opinion that a nso in the rate of mtei'est, oi 
demand-price for saving, tends to increase the volume of 
saving’. 

Thus then interest, being the price paid for the use of 
capital in any maiket, tends towards a level such that the 
aggregate demand for capital in that market, at inttrest 
that rate of interest, is equal to the aggregate governed 
stock forthcommg there at that rate If the 
market, which wo are considenng, is a small and demand 
one — say a single towui, or a single trade in a progressive 
country — an increased demand for capital in it well be 
promptly met by an increased supply drawn from surrounding 
districts or trades. But if wm are considenng the whole 
world, or even the whole of a large country as one maiket 
foi capital, wo cannot regard the aggregate supply of it as 
altered quickly and to a cousiderablo extent by a change in 
the rate of interest Bor the general fund of capital is the 
product of labour and waiting, and the extra ivork, and the 
extra waiting, to wlucli a nse in the rate of interest would 
net as an incentive, would not qmckly amount to much as 
compared Avitb the work and waitmg, of whicb the total 
existing stock of capital is the result An extensive increase 
in the demand for, capital in general will therefore be met for 
a time not so much by an increase of supply, as by a nse in 
the rate of interest, which will cause capital to withdraw 
itself partially from those uses in ivhich the need for it is 
least urgent It is only slowly and gradually that the 
1 See Book IV Cb vn Bumnmnzed in g 6 
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Land Is on 
n different 
footing from 
other agents 
of production 

land itself 


nse m the rate of intorest mil incrcitso tlio total etock of 
capital 

§ 4 Wo hcic take “land ” to include all those agents of 
production sthich arc supplied freely by nature iii quantities 
less than man needs And land is on a different 
footing fi-om man himself and thoio agents of pro- 
duction which are made by nian^ amon" nhich 
are included impiovcmonts made b) him on tlio 
Foi uliilo the Kupphas of nil other agents of 
production icspond in tarious degrees and various ways to 
the demand for then sei vices, land makes no such response. 
Thus an exceptional use in the eainings of any class of 
labom, tends to inci’caso its numbers, or cllicicnc}, or both, 
and the increase in the supply of cflicicnt work of that class 
tends to cheapen the seiwiccs -which it renders to the com- 
iniuuty If the mere use is in thcir nundiers then the rate of 
earnings of each will tend dowmavaixls towards the old level 
But if the increase is m their cflicicncy , then, though they 
•wnll piobably eain moie jici head than before, the gain to 
them mil come from an increased national dnidend, and Mill 
not bo at the expense of other agents of production .tVud the 
same is true as regaixls capital but it is not true ns regards 
land Willie therefore tlie a alue of land, in common with the 
values of other agents of production, is subject to those 
influences which weie discussed towards the end of tlio pre- 
ceding chapter , it is not subject to those winch have Ixien. 
brought into the reckoning m the present discussion 

§ 6 To conclude this stage of our argument — The not 
aggregate of all the commodities produced is itself the true 
source from which flow the demand prices for all these com- 
modities, and therefore for the agen-ts of production used 
in making them Or, to put the same thmg in another -w ay, 
this national dividend is at once the aggregate net product of, 
and the sole source of pay^nient for, all the agents of pro- 
duction mthin the country is divided up into earnings of 
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Itt^ur , mteiest of capital, and lastly the pioducei’s surplus 
or len^ ^ordanp^ ’^t constitutes the whole of The earnings 
them, and the whole of it is distnbuted among of the several 
them, and the laigei it is, the largei, other pfodi^bon, 


things hemg equal, will be the shaie of each of according to 
them It is distnbuted among them, speaking services, 
geneiaUy, in proportion to the need which people national 


have foi their sevei’al sennces — % e not the total ‘J^vidend 


need, but the tnargznal need By this is meant the need at 
that point, at which people aie indiffeient whether they 
purchase a little moie of the services (or the frmts of the 
services) of one agent, oi devote further resources to purchasing 
the senaces (or the fruits of the serwces) of othei agents \ 
Other things being equal, each agent is likely to mm ease 
the faster, the larger the shaie which it gets, unless mdeed 
it IS not capable of being inci eased at all But every such 
increase will do somethmg towards filling up the moie urgent 
needs for that agent, and wdl thus lessen the margmal need 
for it, and lowei the price at ■fthich it can find a maiket 
That 18 to say, an inciease in the pi opoi tionate share, or rate 
of remuneration, of any agent is likely to biang into play 
forces, that will i educe that share, and leave a larger pro- 
portionate share of the dividend to be shared among others 
This reflex action may be slow But, if theie is no iiolent 
change in the arts of production oi m the general economic 
condition of society, the supply of each agent will be closely 
governed by its cost of production account being taken of 
those conventional necessaries, which constantly expand as 
the growmg richness of the national mcome yields to one 
class after another an mcreasing surplus above the mere 
necessaries for efiiciency 

§ 6 In studying the influence which mcreased efficiency 
and mci eased earnings m one trade exert on the condition of 
others we may start from the general fac^Iia^.other, things 
being^uaVthedarger-dhe.supply of any^ agent of production. 
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the further will it haio to push \\ay into usesior w;kcli 
it "is not Bpemally fitted the1ouer.Arjll4>6-tbe- 
an> agent •geinand pnco vnth Vluch it will ha ve to be con - 
most others tented lu ffioso uSos inVlncIi its oraplpymentjs* 
on the verge or margin, of not being round profitablQ^ and, jn 
so fai as competition equaliMS the pnco winch jit^gBtaJtn^all^ 
uses, this pnee will be its price for all uses The extra pro 
cluctioh resulting from the increase m tliat agent of production 
wdl go to swell the national dividend, and other agents of 
production will benefit thereby but tbat agent itself vnll 
Jiaie to submit to a lower rate of pay 

For instance, if without any other change, capital in- 
creases fast, the rate of interest must fall , if witlioufc any 
other change, the number of those ready to do any particular 
land of labour mcreasea, their wages must fall In either case 
there mil result an increased production, and an increased 
national dividend m oithei case tho loss of ono agent of 
production must result m a gam to others, but not neccs- 
sanl}' to all others. Thus an opening up of nch quames of 
slate or an increase in numbers oi efficienr}' of quan^mien, 
V ould tend to impro^ e the houses of all classes , and it would 


tend to mcrease the demand for bncklayors' and carpenters’ 
lalioui, and raise thoir v ages But it would mjuro the makers 
of roofing tiles os producers of building niatenals, more than 
j lb benefited them as consumers. The inci-ease in the supply 
I of this ono agent increases the demand for many others by a 
^little, and for some others by much, but for somo it lessens 
Ijthe demand 

§ 7 How we know that the wages of any worker, say for 
instance a shoemaker, tend to be equal to the net product of 
Ins labour and that since the wages of all workers in the 


Dependence Same grade tend to be equal to one another, 
the efficiency therefore in a state of equdibnmn every worker 
ofiabour be able with the earnings of a hundred days’ 

labour to buy the net products of a hundred days’ labour 
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of other workers in the same grade -with himself he may 
select them in whatever way he chooses, so as to make np 
that aggregate sum 

If the normal earnings of workers in another grade are 
half as high again as his own, the shoemaker must spend 
three days’ wages in order to get the net product of two days’ 
labour of a worker m that grade , and so in proportion. 

Thus, other things bemg equal, every increase m the net 
efficiency of labour in any trade, mcludmg his own, will raise 
in the same proportion the real value of that part of his 
wages which the shoemaker spends on the products of that 
trade, and other things being equal, the level of the real 
wages of the shoemaker depends directly on the average 
efficiency of the many various industries, including his own, 
which produce those things on which he spends his wages 
If any trade rejects an improvement by which its efficiency 
could be increased ten per cent , it inflicts on the shoemaker 
an injury measured by ten per cent of that part of his wages 
which he spends on the products of that trade But an 
increased efficiency on the part of workers, whose products 
compete with his own, may injure him temporarily at least, 
especially if he is not himself a consumer of those products 

Ag&.in, the shoemaker wall gam by anything that changes 
the relative positions of different grades m such a way as to 
laise his grade relatively to others He will gam by an m- 
crease of medical men whose aid he occasionally j^gj^tions 
needs And he will gam more if those grades between 
which are occupied chiefly with the tasks of 
managmg busmess, whether manufanturmg, tradmg, or any 
other, receive a great influx from other grades foi then 
the earnings of management wnll be lowered permanently 
relatively to the eammgs of manual work, there will be a 
nse m the net product of every kmd of manual labour , and, 
other thmgs bemg equal, the shoemaker •will get more of 
every commodity on which he spends those wages lihat repre- 
sent his own net product 
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§ 8 The process of substitution, of \\hicb wc ha-vo been 
•discussing the tendencies, is one fonu of competition , and 
it may be well to insist again that wc do not nssuino that 
competition is perfect Perfect competition i-cquires a perfect 
knowledge of the state of the niaikct, niid ^ 
and°^edom thougli no great departuio from the actual facts 
ofcompcUtion q£ jg involved m assuming tins knowledge 
assumed to on the part of dealers m hen v o arc conKidcnng 
be perfect coursc of busmess in Lombard Street, the 

Stock Exchange, or in a nholesalo Produce Market, it would 
be nltogetlior unreasonable to make this assumption when we 
aie examining the causes that govern the supply of laboui 
in any of tlie lower grades of industry Eoi if a man liad 
sufScient abihty to know evorj'thing about the inaiket foi 
his laboui, bo would have too much to remain long in a low 
grade Tlie older economists, in constant contact ns they 
were with the actual facts of business hfo, must ha've known 
this well enougli , but they sometimes seemed to imply that 
they did assume tins perfect knowledge 

It is therefoie specially important to insist tliat we do 
not assume the members of any industnal group to be endowed 
with more abihty and forethought, or to be go\erned by 
motives other tlinn those which arc m fact normal to, and 
would be attributed by every well-informed person to, vhe 
members of that group , account being taken of tho general 
conditions of tune and place. There may be n good deal of 
wayward and impulsive action, sordid and noble motives 
may mingle their threads together, but there is a constant 
tendency for each man to select such occupations for himself 
and Ins children os seem to him on tho whole the most 
advantageous of those which are wit hin the mugo of his 
resources, and of the efforts which he is able and willing to 
make m older to reach them 

§ 9 The,Jast_gronp of ^questions, which.^t^ remain to 
be discussfed, is concerned with the relation V£~capitfaln 
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geuaciiLto . v.age3 m gen eral It is obvious that though capital 
in general is constantly competing -with labom Relations 
for the field of employment in particular trades , 
yet since capital itself is the embodiment of in general 
labour as ivell as of -waiting, the competition is really be- 
tw een some kinds of labour aided by a good deal of -waitmg, 
and other lauds of labour aided by less waitmg On the one 
side, for instance, aie many who make shoes by hand, and a 
very few who make awls and other simple implements, aided 
by a little v aitmg , on the othei are a relatively small 
number who work powerful se-wing-machmes which were 
made by engineers, aided by a good deal of waiting .TJiere 
ia_j.jfflil .a nd effec tyge^campetitioa between Iqhoui^m general 
and waiting jijL^eneral But it covers a small part of the 
whole field, and is of small importance relatively to the 
benefits winch labour derives from obtaimng cheaply the 
aid of capital, and therefore of efficient methods in the 
^TOwiuction of things that it needs 

For speaking generally, an increase in the power and the 
•mllmgness to save will cause the services of waitmg to be 
pushed constant!}' further, and will pi event it from obtaimng 
employment at ns high a rate of interest as befora That is, 
the rate of interest will constantly fall, unless mdeed invention 
opens new advantageous uses of roundabout methods of pro- 
duction But this groivth of capital will increase the national 
dindend , open out nev and nch fields for the employment of 
labour in other directions , and will thus moie than compensate 
for the paitial displacement of the services of labom by those 
of waitmg 

§ 10 It is to be understood that the share of the national 
di\ idend, v hich any particular mdustnal class re- 
ceives during the year, consists either of things labour in 
that weie mode durmg the year, or of the eqm- 
Talents of those thmgs For many of the things by 

i n 11 capital 

made, or partly made, durmg the year aviU remam 


M 


17 



258 


BOOK VI CU. IL § 10 

in tho possassion of oinployors and other capitalists, and bo 
added to the stock of capital , while in return tho employers, 
directly or indirectly, hand over to tho workuig classes some 
things that had been made in previous years' 

Thus finally, capital in general an^Jaliour in general 
co-operate in the production of the national divideii37*and 
draw from it their earnings m the measure , of „thcir rcspcctne 
(marginal) efficiencies Their mutual dependence is o£-„the 
closest , capital without labour is dead , tho labourer inthout 
the aid of his own or someone elso’s capital would not Jong bo 
alive Wliere labour is energetic, capital reaps a lugh reward 
and glows apace, and, tiianks to capital and knowledge, tlio 
ordinary labourer in tho w estem w orld is in man} I'cspecta 
bettei fed, clothed and men housed than were princes m 
earher times The co-operation of capital and labour is ns 
essential as that of tho spinner of yarn and tho wcaier of 
cloth there is a little prionty on the part of tho spiimer, 
but that gives him no preeminence The prosperity of each 
18 bound up wnth tho strength and actnity of the other, 
thougli eacli may gam temporarily, if not permanently, a 
somewhat larger share of the national dmdend at the expense 
of tlie other 

In the modern world, tho employer, who may haio but 
httle capital of his oivn, acts ns the boss of the great 
industrial wheel The mteiests of owners of capital and 
of workers radiate towards him and from him and he 
holds them all together in a firm grip He wtJI therefore 
take a predominant place in those discussions of fluctuations 
of employment and of wages, which are deferred to the 
second volume of this treatise , and a prominent, though 
not predominant, place in those discussions of the secondary 
features in the mode of action of demand and supply pecuhar 
to labour, capital and land respectively, which wull occupy the 
next eight chapters. 

1 Ab to the Bo-oolled Wages Fond dootnne, see Apx*oadn D § 2. 
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CHAPTER HL 

EAllNINGS OF LABOUR 


§ 1 "Wi hiuo no^\ to apply tho general reasonings of 
Book V and of tlio first two chaptora of tho present scop^ of the 
Book to tlic special problems of Rarmngs, Profits, present and 
and Bent, and to c\amine m more detail how 
difTerent kinds of Labour, Capilal, and Natural Chapters 
Agents cam their «ie\cnil shares of the national dividend 
The present chapter is doioted to methods of leckomng 
earning-' It is mainly a question of arithmetic or book- 
keeping but it IS not ununpoi tant * 

"Wheu matching the action of demand and supply with 
regal d to a niatcn.d commodity, vc are constantly met by the 
ihfticulty that tv o things w Inch are being sold undei the same 
nunc in the ramc maiket, are reallj not of the same quality 
and not of the same ^alue to tho purchasers Or, if fhe 
things arc icallj alike, they innj^ bo sold even m the face of 
the keenest competition at pnees vhich are nominally dif- 
ferent, because the conditions of sale aie not the same for 
instance, .i pai t of the expense or nsk of deliv^eiy which is 
borne m the one case by tho seller may in the othei be 
transferred to the bujer But difficulties of this kmd ai-e 
much gi'cater in the case of labour than of material commodi- 
ties the true price that is paid for labour often differa mdely, 
and in wnys that are not easily traced, fiom that which is 
nominally paid 

1 On tlio subject of this chapter compare Bcbloss’ Methods of Industrial 
Hcmuuerahon 


17—2 
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Tlio earmnga (or Avages) -nhicli a person gets in any giTOn 
time, such as a day, a week, or a year, may be called his 
Time- Ttme-eamings (oT Ttme-wage^ and o may then 

earnings regard competition, or to speak more exactly, 
economic freedom and enterprise, ns tending to make Time 
eai-nings in occupations of equal difficult) and in neighbouring 
places (not equal, but) proportionate to the cfiicicncy of the 
workers 

But this phrase, “ the efficiency of the worker^,” has sonic 
Payment by aiiibiguit}’ "^Tioii tlic paj iiioiit for u ork of ani 
Piece-work kind IS apportioned to the quantit) and quality 
of the work turned out, it is said that uiiifomi nites of 
PiECE-uoRK wages are being paid, and if tiio persons woik 
under the same conditions and mth cqunll} good appliances, 
they are paid in proportion to their efficiencies when tlio} 
receive piece-ivork wages calculated h) tlio same lists of prices 
for each sei oral kind of u ork If hou e\ (*r the aiiphniices are 
not equally good, a unifonn rate of picco-work uages giies 
i-esults disproportionate to tlio efficiency of the workeis If, 
for instance, the same lists of 2)iecc-i\ oi k u ages v ei o used in 
Lancashire Cotton Mills supjilied until old-fashioned macluner), 
as in those which have the latest improvements, the appaitmt 
equahty u ould represent a real inequality. Tlie more ofiectne 
competition is, and the more perfectly economic fi eedora and 
enterpiise aio developed, the moie surely uill the lists lie 
highei in the mills that ha\e old-fashioned machinery than in 
the others 

In order therefore to give its right meaning to the state- 
ment that economic freedom and enterjinse tend to equahre 
uages in. occupations of the same difficult} and in the same 
neighbourhood, ue require the use of a new toini, and up 
may find it in SfficiencyoMgcs., or more broadly Effi-dcncy- 
Efficiency- camtngs , that IS, earnings measured, not as 
earrungs Time-camings are inth reference to the time 
sjieut in earning them , and not ns piece-ivoik earnings are 
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■\M<h reference to the nraount of output i-esulting from the 
A%ork by -Vi-hich they are earned, but -svuth refeience to the 
so\enty of tlie vluch \\ns imposed on the worker, or, to 
get nt the same result by another loute, the exertion of 
nbihtj and required of liim For competition tends 

to make the earnings got by two individuals of unequal efii- 
ciency in ant given tune, saj, a day or a year, not equal, 
but unequal , and, in like manner, it tends not to equalise, 
but to render unequal the average weekly wages in two 
districts in whicli the average standards of efficiency are 
unequal Given that the average strength and energy of the 
working classes aie highci in the North of England than in 
the South, it then follows that the moie completely “compe- 
tition makes tilings find their own level,” the more certain is 
It that av erago weekly wages wall be higher in the North than 
iintlic f^outh 

TJie tendency tlien of economic freedom and enteipinse 
(or in more common phrase, of competition) to cause eveiy 
one’s earnings to find tlieir own level, is a tendency to 
cq^rahiy of Eftctencij eaunivjs in the same district This 
tendency will be the stronger, the greater is the mobility of 
laboui, the less strictly specialised it is, the more keenly 
p ^eiits arc on the look out for the most advantageous occu- 
pations for then ydn Wren, the moie rapidly they aie able to 
adu^, ,thomselv es to changes in economic conditions, and 
lastly the slower and tho less violent these changes are 

This statement of the law is, liowever, stdl subject to a 


slight coi rection. For w e have hitherto supposed Low-waged 
that It IS a mattei of indffifei ence to the employei raiiy'de^^f ' 


whether he employs few oi many people to do a 

piece of work provided his total wages-bill foi machinery 


the work is the same But that is not the case Those 


w 01 kers w ho earn most in a week when paid at a given rate 


for their work, are those who aie cheapest to their employers 
(and ultimately to the community, unless indeed they over- 
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strain tlicnisehes, and ivoik themselves out preniatui elj) 
Foi they use only the same amount of hxefl capital as their 
felovi er follow v orkers , and, since thej turn out moi o v ork, 
each pait of it has to hoav a less cliargo on this account. The 
Pnmo costs are equal m tho two cases , but the Total cost of 
that done by those who are inoio ellicicnt, and get the higher 
Tnne-uages, is lonei than that done by those nho get the 
loM ei Time-n ages at tho same mte of piece work payment 
This point IS seldom of much importance m out-of-door 
work, vhere there is abundance of room, and comparatively 
little use of e\pensi \0 niachinerj , for then, except in the 
matter of supenntcndence, it makes \ery little difTcrciicc to 
tho employer, uhoso wages-hill foi a certain jiiecc of woik is 
£100, whether that sum is dnided betueen tuenty efficient 
01 thirty melficient u orkers But n hen oxponsl^ o uiachmeiy 
18 used wliicli has to be jnoportiuiicd to tlio number of 
workers, the employer u ould often find the total cost of his 
goods loweied if he could get tuenty meu to tuni out for 
a wages-hiU of £50 as much uoik .is lie liad pronously got 
done by thiity men for a wages bill of £40 In all matters 
of this kind tho leadership of tho vorld lies mth America, 
I and it is not an uncommon saying there that ho is tho best 
business man who contnves to pay tho highest uages 

The corrected law then stands that the tendency of eco- 
normo freedom and enterprise is generally to equaliro efficiency- 
earnings m the same district hut u here much expensive fixed 
capital IS used, it would be to the advantage of tho emplo} or 
to raise the Time-eamings of the more efiicient u orkers more 
than in proportion to their efficiency 

Of course this tendency is liable to be opposed by special 
customs and institutions, and, in some cases, by trades-union 
lugulations 

§ 2 Thus much with regard to estimates of the woik for 
which the earnings are giien but next we have to consider 
more carefully the facts, that in estimating the real earnings 
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of an occupation account must be taken of many tilings 
besides its money receipts, and that on the other side of the 
account we must reckon for many incidental disadvantages 
besides those directly mvolved m the stiam and stress of 
the work 

As Adam Smith says, “ the Real wages jif labour may be 
said to consist m the quantity of~ the^ necessaries 

1 1 o Real wages 

and conven ience's of Me that are given for it, and Nominal 
xisjlfijmnal^wages in^the quantity of money wages 
Tke-Jabourer^is ,rich or poor, is ^well or ill rewarded, in pro- 
portion to the i^j not to the nommal, wages of his labour' " 
But the words “that are given for it” must not be taken' to 
apply only to the necessaries and conveniences that are directly 
provided by the purchaser of the labour or its products , for 
account must be taken also of the advantages which are 


attached to the occupation, and require no special outlay on 
his part 

yjto endeavourmg to ascertain the Real wages of an occu- 
p ation._a t anv^'plaue or tune, the fimt step is to allow for 
v ariations in the purchas mg power of the money in which 
Rommalwages^ a; e returned, and especially we must take 
account of those things on which the class of labour m question 
spends most of its wages For instance, the prices of velvet, 
of operatic entertainments and scientific books are not very 
important to the lower ranks of industry but a fall in the 
price of bread or of shoe leather affects them much more 
than it does the higher ranks 

Next, allowance must be made for all trade expenses Thu^ 
from the hamster’s gross income we must deduct the rent of 
his office and the salary of his clerk from the carpenter’s 
gross income we must deduct the expenses which he incurs for 
tools , and when estimatmg the earnings of quarrymen in any 
district we must find out whether local custom assigns the 


1 Wealth of UFationa, Book i. Ch t 
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expenses of tools and blasting powder io them or their cm 
ployers And on the other hand -n e must reckon in all the 
allo^\ances, and privileges, such as those of a cottage rent 
free or at a low rent, and of course free honrrl and lodging 
■when they are given' 

§ 3 Next -wo have to take account of the influences 
Uncertainty exerted on the real rate of earnings in an occupa- 
ofsucccBs uncertainty of success and the in- 

constancy of occupation in it. 

We should obtuously start by takmg the eainingB of aa 
occupation as the atcmge between those of the successful 
and unsuccessful membei's of it , taking care to get the true 
average'* We thus obviate the necessity of making anj 
separate allovanco for insurance against nsk , but account 
reniauis to be taken of the e\ul of uncertainty For there am 
many people of a sober steady-going tenipei, who like to 
know w hat is before them, and who would far rather ha\ o an 
appointment ^\hlch oflered a certain income of say ^£400 'a 
year than one which was not unlikely to yield £G00, but had 
an equal chance of afibrdmg only .£200 Uncertainty, thoie- 
foie, which does not appeal to groat ambitions and lofty 
aspirations, has special attractions for lerj few, -vxhile it acts 
as a deterrent to luanj of those who arc making their choice 
of a career And as a rule the certainty of moderate success 
attracts moi e than an expectation of an uncertain success that 
has an equal actuarial value 

‘ But on the other hand, if an occupation oflers a few 


theJr'S' ^ moire Ihm, aot at 

system are aT\elt on in J^rxuciplcs VI. m 5 

rr tlio average earmaga of tboso ivLo are tmccessful are dE:2000 a rear and 
of those who are tmsuccessfnl aro £400 n mr,.- n... 

1)0 n "TAn*- 4 F ^ ^ Tcftr, tlie a\erago of the "uJiDle will 

as the Boccessfal. the true axeraga is ClTss^ AeVr JL “omeronsi 

who have failed most complet^, are tn W wf 

allogether, and thus to escape he2 coated. ® occupation 
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_^t,iemely high pn/es, its attractiveness is increased out of 
all pi-oportion to their aggregate value Por this there are 
tvo leasons The firet is that young men of an adventurous 
dispo^ion are more attracted by the prospects of great suc- 
cess than they alo deterred by the fear of failure , and the 
second is that the social rank of an occupation depends moie 
on the lughest dignity and the best position -which can be 
attairied'through it than on the average good fortune of those 
engaged in it 

^Ve m a y nevt consider the influence -which inconstancy of 
emplojnnent exerts on -wages ' It is obvious that irregularity of 
in those occupations, in vi^hich employment is employment 
irregular, the pay must be high in proportion to the -work 
done the medical man and the shoeblack must each receive 
vhen at vmik a pay -which covers a sort of retaimng fee for 
the time -alien he has nothing to do If the advantages of 
their occupations are in other respects equal, and their -work 
equally difficult, the bricklayer -when at work must be paid a 
higher mte than the joiner, and the joiner than the rad-way 
guaid For -work on the railways is nearly constant all the 
yeai i-ound, while the ]oiner and the biicklayer are always in 
dangei of being made idle by slackness of trade, and the 
bucklayer’s woik is further m-ternip-ted by frost and lain 
The oidinary method of allowing for such mterruptions is to 
add up the eainings for a long period of time and to -take the 
aveiage of them, but this is not quite satisfactory unless we 
assume that the lest and leisure, which a man gets when out 
■of employment, are of no ser-nce to lum directly or mdirectly 

Next we must take account of the opportunities which a 
man's suiroundmgs may afford of supplementing s^ppJg. 
the eainings which he gets in his chief occupo- mentary 
tiou, by doing -svoik of other kinds And ac- 
count may need -to be -taken also of the opportunities which 
these sunoundmgs offer for the work of other members of bis 
family 
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The attrac- 
tiveness of a 
trade depends 
, not on its 
money-eam- 
ings, but Its 
Net Ad- 
vantages , 


BOOK VI CH III § 4 

Thus then the attractiveness of a tiade depends on 
many other causes besides the difficulty and 
strain of the work to be done in it on the one 
hand, and the money-eamings to be got in it on 
the other And when the earnings in any occu- 
pation are regarded as acting on the supply of 
labour m it, or when they are spoken of as being 
its supply price, we must understand that the term Eamings 
IS only used as a short expression for its Hfet Advantage^ We 
must take account of the facts that one traded healthier or 
cleanlier than another, that it is earned on in a more whole 
some or pleasant locahty, or that it involves a better social 
position, as is instanced by Adam Smith’s well-known remaik 
that the aversion which many people have foi the work of a 
butchei, and to some extent for the butcher himself, raises 
the earnings of butchers above those of bakers 

Of course individual character will always assert itself in 
subject to dif. estimating particulai advantages at a high or a 
character be- Some persons for instance are so fond 

^ cottage to themselves that they prefer 
hving on very low wages in the country to 
ge ting mucli higher "wages m the town, while others aie in- 
chfferent as to the amount of house-room they get, and are 
V Oj, to go without the comforts of life provided they can , 
procuie what they regard as its luxuries Personal pecuh- 
frr* as these, prevent us fiom predicting with cer- 
inty he conduct of particular individuals But if each 
mo?cv ^7° <Wvantage is reckoned at the average of tlie 

people who would be 
f ™ 1 » f “ “cupataon, or to bnng op the.r cWd«a to 

strength of Zl foro«“ut'’L°dT“^“® 

sunnlv nf inBrt it- ^ ^ increase or diminish the 

we are conside^^ ^ 7 at the tvme and place which 

gr« errors ore Jdrelj to .osolt from taking over on estimote 
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of this kind based on the cncumetances of one time and place, 
and applying it without pioper precaution to those of another 
time 01 anothei place 

Lastly, the disagreeableness of work seems to have veiy 
little eflect in raising wages, if it is of such a 

Till between 

kind that it can be done by those whose mdus- industrial 

tual abdities are of a veiy low order For the 

pi-ogress of sanitaiy science has kept ahve many people who 

are unfit foi any but the lowest grade of work They compete 

eageily foi the comparatively small quantity of work for 

winch they are fitted, and m their urgent need they think 

almost exclusively of the wages they can eam they cannot 

afioifl to pay much attention to incidental discomforts and 

indeed the influence of their sunoundings has prepaied many 

of them to legaid the dutiness of an occupation as an evil of 

but ininoi imjiortance 

And from this arises the stiange and paradoxical lesult 
that the cbi tiiiess of some occupations is a cause An evil 
of the lo wness, of the„Y'uges_earned_in them For paradox 
employei's find that this diitiness adds much to tlie wages 
thejr would have to pay to get the v ork done by skdled men 
of lugh charactei voiking ivith improved apphances, and so 
they often adheie to old methods which requiie only unskilled 
workers of but indifierent charactei, and who can be hired for 
' low (Time-) vages, because they are not worth much to any 
^employer Theie is no more uigent social need than that 
labour of this kmd should be made scarce and deal 
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CHAPTER IV 


EAHNINGS OF LABOUR, CONTINUED 

§ 1 In tho last chapter wo discussed the difficulties of as 

Many pecuH- cci-taiTunff tho real ns opposed to thenopimnl pnce 
antics In the . , . ^ . 


^tion If of labour But now t\ e have to study some pecuh 

demand and 
supply with 
regard to la- 
bour are cu- 
mulative In 
their effects 


anties in tho action of tho forces of demand and 
supply wth regard to labour Mhich arc of a more 
^^tal character , since they affect not merely the 
fonn, but also the substance of that action 
We shall find that the influence of many of these pecn- 
lianties is not at all to be measured by their first and most 
olmous effects For flaMs in tho iiidustnal airungements of 
society may be divided into tiio cljusses accoixling as their 
eficcts are, oi are not ciimnlahtc that is as they do oi do 
not end ■svith the evil by m hich they ore caused, and do or 
0 not has e the indirect effect of loweiing the chai'acter of 
t e 'workers or of hindering it from becoming strongei For 
these last cause further weakness and fui ther suffering, which 
again in their tuin cause yet further weakness and further 
^ruig,, an so on cumulatii ely , and conversely, high eani- 
liiffL strong charactei, lead to greater strength and 

still w ich again lead to stiU greater strength and 

still higher eaimngs, and so on cumulatively’ 

effects of custmn'”^'^ flistlnction between the cnmulntive and non cmnnlative 
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§ 2 The first point to which we have to direct our 
attention is the fact that human agents of pro- First pecuh- 
duction are not bought and sold as machinezT 
and othei niatenal agents of production aie his work, but 
The woiker sells his work, but he hunself remams 
his own property those who beat the expenses 
of rearing and educating him receive but very little of the 
pnce that is paid for his semices in later years 

"VMiatever deficiencies the modem methods of business 
may ha^ e, they have at least this ^nrtue, that he consequently 
who beai-s the expenses of production of matenal investment 
goods, receives the pnce that is paid foi them him^s* limited 
ITe who builds factones or steam-engmes oi 
liouses, ot lears slaves, reaps the benefit of all thought, and 
net ser^uces whieii they tender so long as he ness of his 
keeps them for himself , and when he sells them parents 
he gets a pnce which is the estimated net talue of theii 
future semces The stronger and the more efiicient he makes 
them, the better Ins reward, and theiefoie he extends his 
outlaj until there seems to luin no good reason for thinkmg 
that the gams resultmg from any further investment would 
compensate hmi But the investment of capital in the reanng 
and eaily trammg of the woikers of England is Imuted by 
the resouices of patents in the various grades of society, by 
then powei of forecastmg the future, and by their wilhngness 
to saciifico themselves for the sake of then children 

Tins e^'ll IS indeed of comparatii ely small importance with 
legai-d to the higher industrial gimles Eor in those grades 
most people distinctly reahze the futuie, and “discount it at 
a low rate of interest ” They exert themselves much to . 
select the best careers for their sons, and the best tronungs 
foi those careers , and they are generally vnlhng and able to 
meur a consideiable expense for the purpose The profes- 
sional classes especially, while generally eager to save some 
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capital for their children, are even more on the alert for 
opportunities of ini esting it tn them And whenever there 
occurs in the upper grades of industry a new opening for 
which an extra and special education is required, the future 
gams need not he veiy high relatively to the present outlay, 
m order to secure a keen competition for the post 

But in the lower ranks of society the eiil is great For 
Disadvantages the slender means and education of the parent^ 
of poor the comparative weakness of their power of 

parents distinctly realizing the future, prevent them from 

investmg capital m the education and training of their 
children with the same free and bold enteipinse ^vlth which 
capital IS apphed to impronng the maclunery of any well- 
managed factory IMany of the children of the workuig- 
classes are imperfectly fed and clothed , they are housed m a 
way that promotes neither physical nor moral health , they 
receive a school education which, though m modem England 
it may not he very bad so far as it goes, yet goes only a httle 
waj , they have few opportunities of getting a broader new 
of life or an msight mto the nature of the higher work of 
husmess, of science or of art , thev meet hard and exhausting 
toil early on the way, and for the greater part keep to it all 
their hves At lost they go to the grave carrying with them 
undeveloped abdities and faculties , which, if they could have 
home full fruit, would have added to the material w ealth of 
the country to say nothmg of higlier considerations — many 
times as much as would have covered the expense of prondmg 
adequate opportunities for their development 

But the point on which we have speciallv to insist now is 
this evil IS cumulative. The worse fed are 
t e children of one generation, the less wiU they 
earn vhen they grow up, and the less wdl be their power of 
providmg adequately for the material wants of their children, 
and so on and again, the less fully their own faculties are 
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developed, the less ’mil they realize the importance of develop- 
ing the best faculties of their children, and the less mil be 
their power of doing so And conversely any change that 
avaixis to the workers of one generation better earnings, 
together mth better opportunities of developing then best 
qualities. Anil increase the material and moral adi’antages 
V Inch they have the power to ofPer to their children while 
by increasing then OAvn intelhgence, Avisdoni and forethought, 
it AAuU also to some extent increase their mlhngness to 
saciifice then ovn pleasures for the iveU-being of then 
cluldren , though there is much of that willingness now even 
among the poorest classes, so far as their means and the limits 
of their knowledge aviII allow 

§ 3 The adi^antages ivliich those born ui one of the 
lughei grades of society have over those born 
in a lover, consist m a great measure of the 
better introductions and the better start ui life Avhich they le- 
ceiA 0 from their parents But the importance of this good start 
in life is noivheie seen more clearly than in a comparison of 
the fortunes of the sons of artisans and of unskilled labourers 

Tliere are not many skilled trades to which the son of an 
unskilled labourer can get easy access, and in , 

the large majonty of cases the son folloAvs the artisans and 
father’s calling In the old-fasluoned domestic 
industries tins vas almost a universal rule, and, even under 
modem conditions, the father has often great facilities foi 
introducmg his son to his own tiade 

But the son of the artisan has further advantages He 
generally hves in a better and cleaner house, and under 
material surroundings that are more consistent mth refine- 
ment than those mth which the ordmary labourer is famihar 
TTir parents are hkely to be better educated, and to have a 
higher notion of their duties to their children , and, last but 
not least, his mother is likely to be able to give more of her 
time to the care of her family 
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If we compare one country of the chilired ^\orld 
another, or one part of England with another, or one trade in 
England with another, mo find that the degradation of the 
M’oiking'Classes vanes almost uniformlv v itli the amount of 
rough Mork done by women The most ^aluable of all capital 
IS that invested in human beings, and of that capital the 
most precious part is the result of the care and influence of 
the motliei, so long as she retains her tender and unselfish 
instmcts, and has not been hardened b} the strain and stress 
of unfeminine work 

§ 4 As the }outh grovs up, the influence of his jinrcnts 
and his schoolmastci declines , and thencefom aitl to the end 
of his life his character is moulded chieflj b} the nature of 
Ins work and the influence of those ^s^tb vbom be associates 
for busmess, for pleasuio and for religious vorslnp 

Sometlung has already been said of the technical training 
The technical ^idults, of tho decadence of the old appientice- 
uaininfr of the slup system, and of the diflicultv of finding nn\- 
pen*^in a I'lnug to take its place Hei'e again v’e meet the 
difficulty that whoeior may incui the expense of 
selfishncsB of investing Capital in dei eloping the abilities of the 
the employer -wortman, thosc abilities mil bo the property of 
the woikman himscK and thus the nrtue of those who ha\ e 
aided him must remam for tho greater part its on n rov ard 
It is true that high-paid labour is reallj cheap to those 
employers vho are aiming at leading tho lace, and vhose 
ambition it is to turn out the best work bj the most advanced 
methods They are likely to give their men high ages and 
to tmin them carefully , partly because it pays them to do 
so, and partly because the character that fits them to take 
the lead in the arts of production is likely also to make them 
take a generous interest in the well-being of those vlio vork 
for them But though the numhei of such emplovers is 
inci-easmg, they aie still comparatively few 

Again, in paying his workpeople high wages and m caring 
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for then liappiness and culture, the liberal employer confers 
benefits mIucIi do not end -vsnth his own genein- ns benefits are 
tion Por the children of his "workpeople share cumulative, 
in them, and giow up stixinger in body and l^n partTo him 
in chamcter than othenvise they would have 
done The price m hicli he has paid for labour "woU have borne 
the expenses of production of an increased supply of high 
uidustnal faculties in the next generation but these faculties 
V ill be the property of others, who wiU have the right to hii-e 
theni out for the best price they "will fetch neither he nor 
oven his heirs can I’eckon on leaping much matenal leward 
foi this part of the good that he has done 

^5 The next of those chai’actenstics of the action of 
demand and supply peculiar to laboui, which we 
hai 0 to study, lies in the fact that when a person peculiarity 
sells his senuces, he has to piesent himself where labour mus/ 
they ate delneied It matters nothmg to the deliver it him- 
selloi of bncks hether they are to be used in 
building a palace oi a sewer but it matters a gieat deal to 
the seller of labour, "viho undei*takes to perform a task of 
given difficulty, whether oi not the place m which it is to 
be done is a wholesome and a pleasant one, and whethei or 
not his associates will be such as he cares to have In those 
yeaily hiimgs which stdl remam m some parts of England, 
the labourer inquires what sort of a tempei his neAV employer 
has, quite as carefully as what rate of wages he pays 

This peculiarity of labour is of great importance in many 
indmdual cases, but it does not often exert a The effects of 
broad and deep mfiuence of the same nature as 
that last discussed The more disagreeable the cumulative 
incidents of an occupation, the higher of course are the wages 
required to attract people into it but whether these incidents 
do lasting and "wide-spreading harm depends on whether they 
are such as to undermine men’s physical health and strength 
or to lower their character When they are not of this sort, 
M 18 
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they are indeed evils in themselves, but they do not generally 
cause other evils beyond themselves , their effects are seldom 
curaulati\ e 

Smce however no one can debver his labour in a market 
in which he is not himself present, it follows that the mobihty 
of labour and the mobihty of the labourer are convertible 
terms and the unwiUmgness to quit home, and to leave old 
associations, including perhaps some loved cottage and bunal- 
ground, ivill often turn the scale against a proposal to seek 
better wages in a new place. And when the different mem- 
bers of a family are engaged m different trao^, and a migra- 
tion, which would be advantageous to one meinber, would be 
mjunous to others, the inseparabihty of the worker from his 
vork considerably lundci’S the adjustment of \the supply of 
laboui to the demand foi it 

§ 6 Again, labour is often sold under special disadvan- 
tages, ansmg from the closely connected group of 
fourth pecu- facts that labour povei is “perishable,” that the 
iiariUcB sellers of it are commonly poor and have no re- 
perishable and Serve fund, and that they cannot easily withhold 
^e”ofte™at a f«>m the market. Penshableness isV^a^ttii’ 
diaadvantage bute common to the labour of all crade?s’ the 

in bargaining , j. i i 

time lost when a worker is thrown out of employ- 
ment cannot be recovered, though in some cases his ei^iergies 
may be refreshed by rest' ^ 

The want of reserve funds and of the power of long with- 
holding their labour from the market is common to neaily 
all grades of those ivhose work is chiefly with their hands 
But it IS especially true of unskilled labourers, partly because 
their wages leave very little margin for saving, partly because 
when any group of them suspends work, there are large 
numbers who are capable of fillmg their places And, as we 
shall see pi^ently when we come to discuss trade combina- 
tions, it IS more difficult for them than for skilled artisans to 
‘ 1 See above, Cb ni. § 8 
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fonn thvm«<ol\os into ‘^tioug ami lasting combinations^ and 
<-f> to jnit tJioinsehes on somothing like toims of equality in 
bargaining Mith tbeii employers Por it must be remem- 
1 h red that a man n ho f mploys a thousand othei’s, is in himself 
an absolutely iigid combination to the extent of one thousand 
units among bu}e«'S in the labour market But these state- 
ments do not npph to all kinds of laboiu Domestic sen^nnts 
thouuh lhe> lm^e not laigc reserve funds, and seldom any 
fonnal tmdes-uiuon, are sometimes better able than then 
employer^ to net in conceit' 

Turning next to the highest gnides of industiy, we hnd 
that ns a mlc the} ha\o the advantage in bargaining over 
the jnirchnser of then labour hinny of the professional 
clashes are iicliei, haie larger I’esem e funds, more knowledge 
and ivsolution, and much greater poiver of concerted action, 
vith I'Cgard to the teims on Avhicli they sell then semces, 
than the grcatei numboi of their clients and customers" 

It is liowo\or corta.m that manual labourers as a class 
are at a di*5advantago in bargauiing , and that This last evil 
the disad\nntage whcit\er it exists is likel} to be cumuiauve 

1 Tlie total real w nfics of tlic HotnesUc Bcrronts of fasbionablo London arc 
Tiorv biRb in coiupnnMin intb tboso of other trades in vrbicb equal skill and 
obibty arc requir^ Bnt those domestic servants who ha'vo no specinlized 
skill, and vho biro tbcmBclves to persons with very narrow means, have not 
lx en able to mnko ci eu tolerably good terms for themselves they work very 
luml for -v cry low wages 

* If further evidence ivcrt ■wanted that the disadvantages of Tmrgaimng 
nnder whidi the vendor of labour cominonl> suffers, depend on his own 
circumstances and qualities, and not on tlio fact that the particular thing 
winch he has to sell is Inlionr , such evidence could ho found by companiig tho 
successful hamster or solicitor or physician, or opera singer or ]ockev with 
the poorer independent producers of vendible gooils Those, for instance, 
who in reinoto iilaccs collect shell fish to bo sold in tho largo central markets, 
have little reservo funds or kuouledgo of tho world, and of what other 
producers are doing in other parts of the country while those to wliom they 
sell, are n small and compact body of wholesale dealers with vndo knowledge 
mid large reserve fniuls , and in cousequenco tlie sellers are at n great disad- 
vantage in hargnining And much tho same is tmo of the women and children 
who sell hand made lace, and of tho garret masters of East London who sell 
fnnntnrc to large and powerful dealers 


18—2 
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cuinulata\ e in its effects Foi though, so long as there is any 
competition among employei’s at all, they are likely to bid for 
labour something not very much, less than its real value to 
them, that is, somethmg not veiy much less than tJie highest 
price they ivould pay rather than go on without it , yet any- 
tlung that lowers wages tends to lower the efficiency of the 
labouier’s vork, and therefore to lower the pnce which the 
employer would rather pay than go vnthout that work The 
effects of the labourer’s disadvantage in bargaining are there- 
fore cumulative m two ways It lowers his wages , and as we 
hai e seen, this lowers his efficiency as a worker, and thereby 
lowers the normal value of lus labour And in addition it 
diminishes his efficiency as a bargamei, and thus increases the 
chance that he vnll sell his labour for less than its normal 
value 
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CHAPTER V. 


EAENINGS OP liABOUE, CONTTNITED. 


§ 1 The next peculiarity m the actxou of demand and 
supply -vnth legard to laboui, which we have to pecuh- 
consider, is closely connected with some of those siow- 
we have already discussed It consists in the ofnews^u^ 
length of time that is required to piepare and 
tram labour foi its work, and m the slowness of the returns 
which lesult from tins traimng 

Not much less than a generation elapses between the choice 


by paients of a skiUed trade foi one of their Difacuityof 
childien, and his reaping the full lesults of their 
choice And meanwhile the character of the trades 


trade may have been almost levolutionized by changes, of 
which some probably threw long shadows before them, but 
others wore such as could not have been foreseen even by the 
ahiewdest persons and those beat acquamted ivith the ciicum- 
stances of the trade 


The working classes in nearly all parts of England are 
constantly on the look-out for advantageous openings for the 
labour of themselves and their children , and they are eagei 
to learn from friends and relations who have settled m other 
districts everything that they can as to the wages that are 
to be got in other trades It is astomshing with what assiduity 
and sagacity many of them pursue their inqumes, not only as 
to the money wages to be obtained m a trade, but also as to 
all those mcidental advantages and disadvantages which have 
been discussed in the last chapter but one But it is veiy 
difficult to ascertam the causes that are likely to determine 
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the distant future of the trades which they are selecting for 
their children j and there are not many who enter on this 
abstiuse mquiiy The majority assume -ttuthout a further 
thought that the condition of each trade in their oim time 
sufficiently indicates what it will be m the future , and, so far 
as the influence of this habit extends, the supply of labour in 
a tiade in any one generation tends to conform to its earnings 
not in that but in the preceding generation 

Again, some parents, observing that the eammgs in one 
trade have been for some years nsmg relatively to othei’s 
in the same grade, assume that the course of change is likely 
to contmue in the same direction But it often happens 
that the previous nse was due to temporary causes, and that, 
even if there had been no exceptional influx of labour into 
the trade, the me would have been follow ed by a faU instead 
of a further use and, if there is such an exceptional influx, 
the consequence may be a supply of laboui so excessive, that 
its eairorngs remain below their normal level foi many yeais 
§ 2 But we must not omit to notice those adjustments of- 
the supply of labour to the demand for it, which are effected 
bj mo\ ements of adults from one trade to another, one grade 
The move- ^ another, and one place to anothei The move- 
ments of adult ments fiom one grade to anothei can seldom be 
on a very large scale , although it is true that 
exceptional opportunities may sometimes develop i-apidly a 
great deal of latent abihty among the lowei grades Thus, 
for instance, the sudden opening out of a new country, oi such 
an event as the American War, will raise from the lower 
ranks of labour many men who bear themselves well in 
difficult and responsible posts 

And the movements of adult labour fiom trade to trade 
are however from place to place can in some coses be so 

of Increasing large and so rapid as to reduce within a very 
importance r ,, , , , *' 

snort compass the period which is requiied to 
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cnabk the '^xipply of labour to adjust itself to the demand 
Thai geneml ability Avhich is easily transferable from one 
tmdo to another, is c\oiy year rising in impoitance lelatiiely 
to that manual skill and technical knowledge -which aie 
specialized to one branch of industrj'' And thus economic 
pnigress brings Moth it on the one hand a constantly inci easing 
clnngefulness in the methods of industry, and therefoie a 
constanth increasing difficulty in predicting the demand for 
labour of any kind a genei-ation ahead, but on the othei hand 
it bnngs also an inci casing powei of reinedymg such eirors of 
adjustment as hai e been made 

^ 3 Tlius these maiket variations in the price of a 
conimodity are "oveined b\ the tempoiury le- 

1 , ' Y , , , . , , Fluctuations 

lations betveen demand and the stock that is in ofeammgs are 
the market oi within easy access of it When fhj'e'^by 
the market pnee so determined is above its fluctuations of 
normal lei'cl, those who are able to bnng new 
suppbes into the inaiket in time to take advantage of the 
high pnee receue an abnoim.ally high rewai-d If thej aie 
small handicraftsmen woiking on their own account, the 
vhole of this use in pnee goes to inciease their earnings 

In the modern industnal world, howeiei, those who 
undeitake the risks of production and to whom the benefits 
of any nso in pnee, and the evils of any fall come in the 
fii-st instance, aie employers and other business men But 
the force of competition among the employers themsehes, each 
desmng to extend his business, and to get foi himself as 
much as possible of the nch harvest that is to be reaped when 
their trade is prosperous, makes them consent to pay higher 
Mages to their employees in order to obtain their services 
E\en if they act in combination, they are not hkely to 
endeavour to deprive the workman of all share of the harvest 
of good times nor if they did make the attempt, m ould it be 
at all likely to succeed 

Thus the high wages of coal-mmers during the inflation 
which culminated in 1873, were determined for the time by 

1 Bee Book w Ch vi. § 1 
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^116 relfitiou jii wliich tliG demand for tlien services stood to 
Iiiustrauon the amount of skilled mining labour available, 
^'™™omecoai unskilled labour imported into the trade 
trade being counted as equivalent to an amount of skilled 

labour of equal oflicioncy Had it been impossible to import 
any such labour at all, the earnings of miners v ould have been 
limited only by the elasticity of the demand for coni on the 
one hand, and the gradual coming to age of the nsmg gene- 
ration of miners on the other As it was, men were dravn 
fiom other occupations vliich thej veie not eager to leave, 
for they could hate got high i\agcs by stajnng where they 
V ere, since the prospenty of the coal and non trades was but 
the highest crest of a svelling tide of credit Tliese new 
men were imaccustomcd to underground vork, its discomforts 
told he<ivily on them, v hilo its dangers v ere increased bj their 
want of technical knowledge, and their vant of skdl caused 
them to vaste much of their sti-ength The limits therefore 
which then competition imposed on the nso of the tempoiary 
wages of mmers’ skill were not narrow 

Wlien the tide turned, those of the new -cornel's who weio 
least adapted for the work, left the mints , but oven then the 
mmers who remained were too many for the work to be done, 
and their wage fell, till it reached that limit at which they 
could get more by selling their labour m other trades And 
that limit was a low one , for the swollen tide of credit, v Inch 
culnunated in 1873, had undenmned solid busmess, impaiied 
the true foundations of prospenty, and left nearly ei ery trade 
m a more or less imliealthy and depressed condition The 
mmers had therefore to sell their skilled labour m maikets 
vhich weie already over full, and m which their special skill 
counted for nothing 

§4 To conclude this part of our ai gument Tlieinaiket 
pnee of everything, i e its pnee for short penods, is detei- 
mmed mamly by the relations m which the demand foi it 
stands to the available stocks of it, and m the case of 
labour or any other agent of production this demand is 
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"deiived” from tlie demand for those things which the agent 
IS used m makmg In these relatively short periods fluctua- 
tions in wages follow, and do not precede, fluctuations in the 
selling prices of the goods produced 

But the incomes which are being earned by all agents 
of production, human as well as material, and those which 
appear likely to be earned by them in the future, exercise a 
ceaseless influence on those persons by whose action the 
future suppbes of these agents aie determined There is a 
constant tendency towaids a position of normal equihbnum, 
in which the supply of each of these agents shall stand in 
such a 1 elation to the demand foi its ser\uces, as to give to 
those who have provided the supply a sufficient reward for 
their efforts and saciiflces If the economic conditions of 
the countiy remained stationary sufficiently long, this ten- 
dency would realize itself in such an adjustment of supply to 
demand, that both machines and human bemgs would earn 
generally an amount that corresponded fairly vnth them cost 
of rearmg and trammg, conventional necessaries as well as 
those things which are strictly necessary being reckoned for 
But conventional necessaries might change imder the influence 
of non-economic causes, even while economic conditions them- 
selves were stationary and this change would affect the supply 
of labour, and thus modify the national dividend and slightly 
alter its distribution As it is, the economic conditions of the 
country are constantly changing, and the point of adjustment 
of normal demand and supply in relation to labour is constantly 
being shifted * 


I In Frtiict^lcs VI v , the ar^mnent of this last Section is pursued more at 
length, and with reference to sereral difficnlbes that are ignored here In 
jparbcnlar it is argued that the extra income earned by some natural abilities 
may be regarded os a Rent sometimes, bat not when we are considering the 
normal eamuigs of a trade This analogy is vahd so long os we are merely 
analysmg the sonree of the incomes of individuals, and it might even be 
•earned further if persons were bom with rare nhihties specialised to particular 
branches of production 
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CHAPTER VI 

INTFRKST OF CAPITAIi. 

§ ] Tur nmin ])nnciple3 of tlie nctjoii of deiniuul nnd 
8uppl> vith regal'd to capital ha've l>cen discussed in tlie first 
ti\o chapters of this Book Wo thci-c looked luck nt the 
I'esults of our earlier studies, and endca\ cured to bring 
together and study in their mutual relations a muulK'r of 
separate doctrines ns to capital, each of uliicli is familiar to 
etei'y intelligent man, though he may not bo able, MiUioul 
some special stud), to see tlicir lieaniigs on one nnotbei and 
the paib they severally piny m tho great central problem of 
distnbution 

But m earlier times o'Oii great thinkers failed not onh to 
understand tho part i\hich capital phus m this great j*ro- 
blem, but even to recognise clcnrl) man) of tho separate 
ti-uths ■winch are now regarded ns coniiuon-place Thej 
Mere impressed by observing that most boi rowers }yexe>. 
poor, that most lenders Mere nch, that the lenders ser) 
often suffered no matennl loss through making a loan, and 
that they often wrung exorbitant nsurj out of the needs of 
the poor These facts enlisted their sympathies, and, aided 
by some specious metaphysical reasoning, prevented them 
from perceiving that he who lends to another liands oa er to 
him the power of using temporarily some desirable thing, and 
that this action has as much right to pajonent, as the act of 
handmg to him absolutely some other thing of smaller value 
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If the first man be neb it may be bis duty in either case to 
confei a benefit freely on bis poorer neighbour ■without ex- 
pecting anything in return But if a person can use £100 so 
as to produce, after allowing for his trouble, things ■worth £103 
net at the end of a year, there is no reason for bis lending the 
£100 free of interest to another, ■which ■would not lequire him 
to make to that othei a free present of £3 ’ 

§ 2 We have seen that interest is the re^ward of ■waitmg 
in the same sense that wages are the reward of labour Much 
work is pleasurable , but every one claims his full pay for all 
the work he does for others as a matter of ordinary business, 
howevei pleasurable it may be to himself Similatly many 
people would •wish to defer some of their enjoyments, even if 
they had to put by the money, which gives command over 
them, ■without hope of interest but yet those who have the 
means of lending, ■wdl not lend gratis as a rule , because, even 
if they have not themselves some good use to which to turn 
the capital or its equivalent, they are sure to be able to find 
others to whom its use would be of benefit, and who would pay 
for the loan of it and they stand out for the best market 
And theie always is a market, because thougli the stock of 
loanable wealth is increasmg fast, new openings for its profit- 
able use are ever bemg made by the progress of the mechanical 
ai ts and the opening up of new countries 

But now we may leave these general considerations, and 
make a more detailed study of this notion of Inte- and Gross 
rest Bor the interest of which we speak when interest 
we say that mterest is the earnings of capital simply, or the 

1 This hne of argument is pursued m some detail m PnncipJes VL ■\i It 
IS argued that the modem theories of Carl Mars and some others as to 
capital, repeat this old error m a disgmsed •form, and without the e'ccuse 
which there was for it lu earher tunes but that with this exception, the 
history of the theory of mterest has been one of almost contmuons progress 
dnrmg the last three centnnes every generation has done something to 
fomard it, none has been able to make any fundamental change Reasons 
are also given for dissenting from Prof Bdhm Bawerk’s doctrmes on the 
subject 
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reward of waiting simply, is Net interest , blit wbat commonly 
passes by tbe name of Interest, includes otber elements besides 
this, and may be called Gross interest 

These additional elements are tbe more important, the Iom er 
Gross Interest and more rudimentary the state of commercial 
Insurer'"' secunty and of the organization of credit Thus, 
a^nstrisk, for instance, in mediteval times, when a prmce 
wanted to forestall some of his future retenues, he boriowed 
perhaps a thousand ounces of silver, and undei-took to pay 
back fifteen hundred at the end of a year There was how- 
ever no perfect secunty that be would fulfil the promise , and 
perhaps the lender would have been wiUing to exchange that 
promise for an absolute certamty of receiving thirteen hundred 
at the end of the year In that case, while the nominal rate 
at which the loan was made, was fifty per cent , the real rate 
was thirty 

The necessity for makmg this aUovance for insurance 
and also Earn- ^isk IS BO obvious, that it IS not often 

ingsofMan- ' overlooked But it IS less obvious that eveiy 
loan causes some trouble to the lender, that when, 
from the nature of the case, the loan involves considerable 
risk, a great deal of trouble has often to be taken to keep 
these risks as small as possible , and that then a great part of 
what appears to the borrower as interest, is, from the point of 
view of the lender, Earmngs of Management of a troublesome 
business 


At the present tune the net mterest on capital in England 
13 a little under three per cent per annum , for no more than 
that can be obtamed by mvestmg in such first-rate Stock 
Exchange securities as yield to the oivnei a secuie income 
without appreciable trouble or expense on his part And 
when we find capable busmess men borrowing on perfectly 
secure mortgages, at (say) four per cent , we may regard that 
gross mterest of four per cent as consistmg of net interest, or 
mterest proper, to the extent of a httle undei tliree per cent , 
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nud of Earnings of Sranagoment by tlie lenders to tlie extent 
of uatlier rnoro tlmn one pci cent. 

Again, n painibrotor’s business involves next to no risk ; 
but Ins loans me generally made at the mte of 25 pei cent 
j>ei nnnnin, or moic, the gi eater part of vihich is leally 
Enmmgs of Management of a troublesome business Or to 
take a more exti-eme case, theie are men in London and Pans 
and probably elsen hei'c, ii ho make a living by lending money 
to costermongoi"s the money is often lent at the beginning of 
the day for the purchase of fruit, <kc , and returned at the end 
of the day, v.hon the sales are over, at a profit of ten per 
cent , there is little nsk m the trade, and the money is 
seldom lost 2s a fai thing invested at ten per cent a day 
would amount to a bdlion pounds at the end of a year But 
no one can become iich by lending to costermongers, because 
no ono can lend much in this v ay The so-caUed interest on 
the loans really consists almost entiiely of earnings of a kind of 
M ork for n Inch few capitalists have a taste 

§ 3 It 13 then necessaiy to analyse a httle more caie- 
fully the extra risks nhich are intioduced into ^ ^ 

* , . . 1 1 i Furtheranaly- 

business "when much of the capital used in it sis of Gross in- 

has been borroiv ed Let us suppose that two men. 

ai-c carr}nng on similai businesses, the one woiking ivith his 

own, the other chiefly with boiTOv ed capital 

There is one set of risks which is common to both , which 
may be described as the Trade JRwks of the particular 
busmess m winch they me engaged j^They arise from fluctua- 
tions in the markets foi their raw matenals 
and finished goods, from unforeseen changes of 
fashion, from new inventions, from the incursion of new and 
powerful mals into their respective neighbourhoods, and so 
on. 3 But theie is another set of risks, the burden of which 
has to bo borne by the man working with borrowed capital, 
and not by the othei , and we may call them Personal 


Trade Risks 
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litsks For he who lends capital to bo used by peraon«i 
anothei for trade puiposes, has to charge a high 
Intel est as insurance against the chances of some flaw or 
deficiency in the boirowcFs personal character or ability 

The pnce then that the borrower has to pay for the loan 
of capital, and which he regards as interest, is interest 

fiom the point of view of the lender more docs not tend 
propeilj to be regarded as profits for it includes 
insurance against risks which are often very heaiy, and 
Earnings of Management for the task, which is often very 
arduous, of keeping those risks ns small ns possible Mnna* 
tions in the nature of these risks and of the task of manage- 
ment Mill of course occasion corresponding lanations in the 
Gross interest, so culled, that is paid for the use of money 
The tendency of competition is therefore not towards equaliz- 
ing this Gross interest on the contrary, the more thoroughly 
lenders and bonwiers understand their busmess, the more 
certainly 11111 some classes of borroiiers obtain loans at a 
lower rate than others 

We must defer to a later stage our study of the mariel- 
lously efficient organization of the modem Money Market by 
winch capital is transferred from one place where it is super- 
abundant to another where it is i\ anted, oi from one trade 
that IS m the process of contraction to another winch is being 
expanded and at present iie must bo contented to take it 
for granted that a very small difference between the mtes of 
Net interest to be got on the loan of capital in tv o different 
modes of investment in tlie same W^estem country ivill cause 
capital to flow, though perhaps by indirect channels, from the 
one to the other 



287 


CHAPTER VII 

PBOFITS OF CAPITAL AITO BUSINESS POWER. 


§ 1 In the concluding Chapters of Book iv vre made 
some study of the various forms of busmess Thjs chapter 
management, and the faculties required for them, 
and ■vve saw how the supply of business power in of Book iv 
command of capital may be regarded as consistmg of three 
elements, the supply of capital, the supply of the busmess 
power to manage it, and the supply of the organization by 
which the two are brought together and made effective for 
pioduction. We have now to carry this study furthei , and 
to inquire more closely into the nature of the services rendered 
to society by those who undertake and manage business 
enterprises, and the lewards of this work We shall find 
that the causes which govern the eariungs of business men are 
less arbitiary, and present closer analogies to those which 
govern otlier kmds of earmngs than is commonly supposed 
We must however make a distinction at startmg^ The 


Struggle for Survival tends to make those 


Action of the 


methods of organization prevail, which are best struggle for 
fitted to thrive in their environment , but not 


necessarily those best fitted to henejit their environment, 
unless it happens that they are duly rewarded for all the 
benefits which they confer, whether direct or mdirect And 
in fact this is not so Bir as a general rule the Law of 
Substitution — ^wluch m nothing more thap. a special and limited 
application of the Law pf^urvival--of-the Fittest — tends to 
~ ” “ 1 See Book ir Gb ym 
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make one method of mdustrml organi/jition £uppl an {;„ another 
jt“6fiei« a direct and^ immediate senace at a Iom er pneo^ 
The indirect and ultimate semces ivincli cither -uill lender 
ha-v e, as a goneml rule, little oi no weight in the balance , 
and as a result many businesses languish and die, ^^lnch might 
in the long run liai e done good ork for societj if only they 
could haAC obtained a fair start Tins is especially true of 
some forms of co-operati\ o associations 

In tins connection ue may dinde employers and other 
undeiiakers into two classes, those who open out new and 
impioved methods of business, and those ulio follow beaten 
tmeks Tlie servnees uliich the latter perfonn for society are 
chiefly diiect and seldom miss their full louaitl but it is 
otherivise mth the fonner class 

For uistance, economies have latelj been introduced into 
some branches of iron manufacture by diminishing the number 
of times which the metal is heated in passmg from pig iron to 
its final form , and some of these neu mvcntions have been of 
such a nature that they could neither bo patented nor kept 
secret Let us suppose then that a manufacture! vith a 
capital of £50,000 is gettmg in normal tunes a not profit of 
£4,000 a year, £1,500 of which u e maj regai d as lus Eanungs 
of management, leading £2,500 for the othei two elements of 
profits "We assume that bo has been working so far in the 
same way as Ins neighboure, and shoiving an amount of ability 
M Inch, though great, is no more than the normal or a^ erage 
ahibtj' of the people who fill such exceptionally difficult posts, 
that is, we assume that £1,500 a jcai is the normal earnings 
for the kmd of work ho has been domg But as time goes on, 
he thinks out a way of dispensmg Viith one of the heatings 
that have hitherto been customnrj’’ , and in consequence, 
without increasmg his expenses, he is able to increase his 
annual output by things which can he sold foi £2,000 net 
So long, therefore, ns he can sell his wares at the old price, 
lus Earmngs of Management will be £2,000 a year abo\e tbe 
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a\orftge, and he earn the full i award of his semces to 
society His neighboui-s howevei will copy his plan, and 
jimhably make more than average piofits for a time But 
soon competition w ill increase the supply, and loirer the pnce 
of their w ares, until their profits fall to about their old level , 
for no one could get evtra high wages for makmg eggs stand 
on their ends after Columbus’ plan had become public 
property. 

!Many business men whose inventions have in the long run 
been of almost priceless value to the woild, have died in 
poiorty, and while many men have amassed great wealth by 
good fortune, rathei than by exceptional abihty in the per- 
formance of public services of high importance, it is probable 
that those business men who have pioneered new paths have 
often conferred on society benefits out of all propoition to 
their owm gains, even though they have died milhonaii es 

§ 2 We will now begin by tracing the action of the 
Law' of Substitution in adjusting the rewards of action of 
the seriuces rendered to society by ordinaiy work- the Law of 
men, by foremen, and by employers of different ,^“conm>Uing 
grades We have already noticed that a great Enmingsof 

,, n Management 

part of the w’ork done by the head of a small 
business hiinself, is relegated in a large business to salaried 
heads of departments, managers, foremen and others And 
this thread will guide us to much that is useful for our present 
inquiry The simplest case is that of the earnings of the 
ordinary foreman , -with which w'e may begin 

Let us suppose, for instance, that a railw ay contractor or 
a dockyard manager finds that it answere best to have one 
foreman to every twenty labourers, while paying him twice the 
wages of one of them This means that, if he found himself 
with 500 labourers and 24 foremen, he would expect to get 
just a httle more work done at the same expense by adding 
one more foreman, than by addmg two more ordinary 
labourers while if he had had 490 labourers and 25 foremen, 
JI. 19 
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lio would h.no found it bett-or to add two more labourers If 
bo could lm^c got bis foreman for one and a lialf tunes tbo 
wages of a laliourei, poihaps lie would bnAc cnijilojcd one 
foi-eman to o%eiw fifteen labourers But, as it is, tbe nomly^i 
of foremen cmploied is determined at onelwintictb of tbat 
of tlie labourers, and tbeir demand price at twnoe the 
labourcm’ wages 

In exceptional cases tbo foremen in.ij earn tlmir wages 
by oior-dnvmg those whoso work they aupinnlend But we 
may now suppose them to contribute to the suctcbs of the 
undertaking m a Icgitamatc wa\, b\ securing n better oig.i- 
m^ation of its details, so that fewer things am done nnnss 
and need to l>o undone, so tbat cverj one finds tbo help tbat 
be wants in inoMng bcavj weights, ,lc , read} foi him just 
w ben bo w ants it , so tbat all macbincr} and implements are 
kept in good w orking order, and no one has to waste bis tunc 
and strcngtli b} woikingwnib inadequate appliances, and so 
on. The wages of foremen who do work of this kind may 
be taken ns tjpical of a gioat part of the l!annngs of iMan- 
ngement society, acting through tbo indmdunl emplojei, 
offers an effectuo demand for tbcir services until that inai^m 
IS reached at winch tlie aggregate elbciency of industi^' would 
bo increased by adding workei-s of some other gnido more 
than by adding the foremen whoso wages would add an equal 
amount to the expenses of piwluction 

/ § 3 So far tbo Etnjilo} cr lias been regarded ns tbo agent 

■^The Law of whom the Law of Substitution acts in 

Substitution contncmg and arranging tlio factors of pit)- 
acts through j .. 4 . ,i , “ ” ^ 

the employer uuction SO that tho uiaxiimnn of direct scmces 

nn^ also on (estimated b) their monej measure) should be 

performed at a minimum money cost But now' 
we ha\ 0 to look at the work of the emplo} ers tbomselv cs 
being contnaed and unauiged for them, though of course iir 
a more haphazard fashion, by tbe immediate action of tbeir 
own competition. 
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In the first place we find the small employer, i^ho does the 
whole work* of management and superintendence in Ins busi- 
ness competing with the large employer who retains m his oivn 
hands only the supreme woik of controlling the higher policy 
of the business And in tins way as the earnings and seiwices 
of foremen are weighed on the one side against those of ordinary 
labouiers, so on the other the earnings and services of the 
foremen and managers who m the large business are hired to 
do much that the small employer does himself, are weighed 
against his 

It IS true that the small employe! needs capital of his 
own, but as we have already noticed’ there is a constant 
increase in the ease with which a man who has the faculties 


for managmg a busmess, can borrow the i equisite capital 

It IS true that the new man with but httle capital of his 

own is at a disadvantage m trades which move 

slowly and in which it is necessary to sow a long *’worfang 

tune before one reaps But m all those m- with borrowed 

capit&l 

dustnes in which bold and restless entei-pnse 
can reap a quick harvest, and m particular wherever high 
profits are to be made for a time by cheapei reproductions of 
costly wares, there the new man is m his element it is he who 
by his quick resolution and dexterous contrivances, and perhaps 
also a little by his natural lecklessness, “forces the pace ” 

And he often holds his own Avith gieat tenacity even 


under considerable disadvantages, for the freedom 


will work hard 


and dignity of his position are veiy attractive to for a small re- 
him Thus the peasant proprietor whose httle ^ 
plot is heavily mortgaged, the small so-called “sweater” or 
“ gai-ret master” who takes out a sub-contract at a low price, 
will often work harder than the ordmary workman, and foi a 


lowei net income And the manufacturer who is domg a 


large business with comparatively httle capital of his o^vn 


1 Comp Book Gli xn I 7 
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Avill reckon his labour and anxiety almost as nothing, for 
he knoivs that he must anyhow ivork for his living, and he 
18 unwilling to go into service to another he will therefore 
'w ork feverishly for a gam that would not count much in the 
balance vrith a wealthier nval, who, bemg able to retire and 
hve ui comfort on the interest of Ins capital, may be doubtmg 
whether it is worth while to endure any longer the wear-and- 
tear of business life 

§ 4 But the weighing in the balance of the sernces, and 
Joint stock therefore the earnings, of employees agamst the 
companies Eammgs of Management of employers is m 
some iivays best illustrated by reference to Jomt-stock com- 
pames Foi m them most of the work of management is 
divided between salaried directors (who indeed hold a few 
shares themselves) and salaried managers and other sub- 
ordinate officials, most of horn ha\ e little or no capital of any 
kind, and their earmngs, being almost the pure earnings of 
laboui, are governed in the long run by those general causes 
which rule the earnings of labour of equal difficulty and dis- 
agreeableness m ordmary occupations 

Joint-stock compames seldom have the enterpnse, the 
energy, the unity of purpose and the quickness of action of a 
pnvate busmess But these disadvantages are of relatively 
smaU importance m some trades That pubhcity, ivhich is 
one of the chief drawbacks of public companies in many 
bi-anches of manufacture and of speculative commerce, is a 
pos^ve advantage in ordmary Banking and Insurance and 
Wred busmesses, while in these, as well as m most of the 
iransport mdustnes (railways, tramways, canals, and the 
supply of gas, water and electricity), their unbounded com- 
mand over capital and their length of life give them undis- 
puted sway 

1 oases they are tempted to aim at monopoly, and, 

^Inle fightmg for victory over their rivals, they disturb the 
market When however peace has been reached by com- 
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biuatiou among themselves, or by the %nctory of the strong 
ever the veak, a far seeing, jf sluggish, policy is generally- 
pursued , and this exercises a steadying influence on the 
industry controlled by them But it hinders the nse of 
} oung 111 ms A\uth constructii e genius , and, by retarding the 
adaptation of production to new conditions, it indirectly 
increases the irregularity of employment 

Thus then each of the many modern methods of business 
has its ou 11 advantages and disad-vantages and its application 
IS extended under tho action of the Law of Substitution in 
e\er\ direction until that limit oi margin is leaohed, at vliich 
its special ad^antages for that use no longei exceed its dis- 
.idA antagos 

g 1 The supply of business pou er is laige and elastic, since 
the area from -uhich it is dravm. is wde Every- ^he supply of 
one has tho business of his ov n life to conduct , business abi- 
thi' 5 , if done veil, aflfords to some extent training a wide 
foi business management, and tbeie is therefore 
no other land of highly paid ability vluch depends so little 
on labour and expense applied specially to obtaining it, and 
winch depends so much on so-called “natural anj non- 
quahties” And, secondly, busmess power is speciaiieed 
highly non-speciah^ed , because m the large majority of 
trades, teclinical knowledge and skill become every clay less 
important 1 datively to tho broad and non-specialized faculties 
of judgment, premptnoss, lesouice, carefulness and steadfast- 
ness of purpose 

And ue may conclude that the lanty of the natural 


abilities and the expensiveness of the special adjust- 

traimnc required for the vork affect normal mentofEara- 

® ingstothediffi- 

Eamings of Management in much the same way cuity and im- 

as they do the normal wages of skilled labour ^JJk"donl^is 

In eithei case a nse in the income to be earned faWy accu- 

sets m operation forces tending to inoiease the 

supply of those capable of earning it , and in either case the 
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extent to which the supply will bo increased by a given nse 
of income, depends upon the social and economic condition 
of those from whom the supply is drawm For though it is 
ti ue that an able busmcss man ivho stai ts in life v ith a gieat 
deal of capital and a good business connection is likely ,to 
obtam higher Eanungs of Management than an equally able 
man who staits without these advantages, jet theie are 
similar, though smaUei, inequahties between the eanungs of 
professional men of equal abilities vho start voth unequal 
social advantages , and the wages ev on of a w Diking man 
depend on the stai t he has had in hfe almost as much as on 
the expense vliich his fathei has been able to affoixl for his 
education' 

1 Some (TifBcnlties in obtaining neenrnto knowledge of tbo true Enmings 
of Managenient in different trades are indicated m I’nncijilcs "VI vn 7 
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CHAPTER Vin. 

moriTS OF CAPITAL AND BUSINESS POB'ER, CONTINUED 


§ 1 The jyrofits of a business are the excess of its receipts 
ovei its outgoings, and the annual rate of pi ojits is the ratio 
lucb tlio yearly profits bear to the capital in- -we have next 
vested '\To have next to mquiio wliether there examine the 

I. t 1% tendency of the 

1*; any general tencienc}’' of the lafce of profits to rateofproats 
equality to equality 

Adam Smith said — “The vhole drugs winch the best 
employed apothecary in a large markeb-tovn wdl seU m a 
3 ear may not perhaps cost him above thirty oi forty pounds 
Though ho should sell tliom, therefore, for throe variations in 
or four hundred oi a thousand per cent profit nominal profits 
this may frequently be no more than the reason- and small 
able wages of his labour in the only way in businesses 
Avhich ho can charge them, upon the pnee of the diugs The 
greater part of the apparent profit is real wages disguised in 
the garb of profit ” 

But it IS important to distinguish between the anmutl 
rate of profits on the capital invested in a 
business, and the rate of profits that are made annum and on 
every time the capital of the business is turned 
ovei , that is every time sales are made equal to that 
capital, or the rate of profits on the turnover At present we 
are concerned with profits per annum 

The greater part of the nominal inequality between the 
normal rates of profit in small businesses and in large would 
disappear, if the scope of the term profits were narrowed m 
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tliG foiiuer case oi ■^^^doned in tlie lattei, so tliat it included 
in both ca*es tlio remuneration of the same 

Correction of „ e 

an anomaly of classes of sers'lces There are even reasons tor 
language thinkmg that the rate of profit, rightly estimated, 
on large capitals tends to he higher than on small ITor of tuo 
husmesses competing m the same trade, that snth the larger 
capital can nearly ahva3’s buy at the cheaper rate, and can 
avad itself of many economies in the specialization of skiU and 
machineiy and in other vaj'S, mIucIi are out of the reach of 
the smaller husin&ss vhile at most the only important ad- 
vantage, which the latter is likely to have, consists of its 
greater facihties for getting near its customers and consulting 
their individual vants In tiades m nhich this last advantage 
IS not impoi'tant, and especially in some manufacturing trades 
in which the large fiim can sell at a bettor price than the 
small one, the outgomgs of the foniier ai e proportionately less 
and the mcomings larger, and therefoie, if the profits he 
reckoned m the same waj in both cases, the inte of profits 
in the former case must he higher than in the lattei 

But these are the ^er3' liusinesses in ■which it most fre- 
quently happens that large fiims aftei first cnishing out small 
ones, either combme with one another and thus secure for 
themselves the gains of a hunted monopol}, or by keen 
competition among themseh es reduce the i-ate of profit % ery 
low There aie many hianclies of the textile, the metal, and 
the transpoi't trades m which no busmess can be started at 
all except wuth a large capital , while those that are begun 
on a moderate scale struggle through great difficulties, m the 
hope that, after a tmie, it may be possible to find employment 
for a laige capital, which wall yield Earnings of Management 
high in the aggregate though low ui proportion to the capital 
There are some trades which lequire a "very high order 
of ahihty, but in which it is nearly as easy to manage a very 
large busmess as one of moderate size In rolling mills, for 
instance, there is httle detail ■winch cannot be reduced to 
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routine, and a capital of £1,000,000 invested in them can be 
controlled by one able man. A rate of profits of 20 per 
cent , which is not a very high aveiage rate for some parts of 
the iron trade, would give the owner of such ivorks Eammgs 
of Management amountmg to more than £150,000 a year 
And since iron-masteis can with so httle additional efibrt 
get the Earnings of Management on an mcreafeed capital, 
wealthy men remain in the trade longer than ui most others , 
and the competition of the great iron-masters with one another 
IS said to have reduced the average rate of profits in the 
trade below the ordmary level 

The rate of profits is low in nearly all thase trades which 
lequire veiy httle abihty of the highest ordei, and in which 
a pubhc or private fiim -with a good connection and a large 
capital can hold its own against new-comers, so long as it is 
managed by men of mdustnous habits -with sound common 
sense and a moderate share of enterpnse And men of this 
kind are seldom wantmg either to a weU-established pubhc 
company or to a pnvate firm which is ready to take the 
ablest of its servants mto paitnerslnp 

We may then conclude, firstly that the true rate of profits 
in laige busmesses is highei than at first sight General result 
appears, because much that is commonly counted the compa- 

„ , 1 risen between 

as piofits in the small busmess ought to be classed large business- 
under another head before the rate of profits in 
it 18 compared with that in a large busmess and secondly 
that, even when this correction has been made, the rate of 
profits dechnes generally as the size of the busmess mcreases 
§ 2 The normal Eammgs of Management are of course 
hich in proportion to the capital, and therefore 

° ^ „ .1 .1 Profitsarehigh 

the rate of profits per annum on the capital is where the Cir- 

high, when the work of management is heavy m 

propoition to the capital Individual trades lativeiy to the 

have indeed peculiarities of their own, and all 

miles on the subject are liable to great exceptions But gene- 
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rally it may be said that tho c\lont of the MOrk uf uiana"c- 
mont needed in a busine'=s depends mow on the amount 
of Ciiculating capital used tlmn on that of the d'hxed TJio 
rate of profit tends thcreforo to bo Ion ni tmdes m nluch 
there is a disproportionately large amount of dunblc plant 
that requires but little trouble and attention nben onec 
it has been laid donn As we Inue seen, these tiades am 
likely to get into the hands of joint-stoek compame' and tho 
aggregate s.danes of tho direet-oi-s and Inghei olhcials hear a 
^o^} small proportion to the capital employed in the case of 
lailway and water coinjianies, and, c\cn m a nioio niarkotl 
degree, of companies that own canals and clneks and budges* 
§ 3 Our iiiquir} inav now jmss aw fi-oni tho annual 
mte of profits on the capital in\i-»(ed in a business, to tlio 
The rate of profits that are made oitiy time sales 

profits on tiie equal to iho c.ipital of the business arf made, or, 
as IS commonly said, tho r.ito of piuhts “on tho 
turnover It is chai that if tho average net profits in tw*o 
businesses are twelve per u nt jici annum, and the first turns 
ov'er its capital i times in tho jtai and tho otliei onlj once, 
tho profits on the tumov^er must Ixi twelve poi cent in tho 
latter case, and only uliout three per cent, m the former. 
And we are thus brought to consider the causes which de- 
termine tho rate of piohts on the “turnover,” or, which comes 
to tho same thmg, tho percentage of tho su]>ph price of a 
commodity which has to be classed as profiis 

It IS ohvTous that wholesale dealers, who huv and seU 
laigo quantities of produce m single transactions, and who are 
able to turn over their capital very rapidly, may make large 


y ‘J*** '*-“ecsbiU IS very large ro 

it is ar^pS o treated ia Prtnetplej 1 1, vni. 2 where 

marSSrf Bta^enieuts that can he 

““ oniploycd, profits tiud to ho a certain 
on the -wages hill, ^ ^ ^ capital, together -with a certain percentage 
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who desire to do a larger trade at a Iom or rale o£ profit on 
the turnover than has liecn custoniarj, hut at a Jaigermte 
of profit per annum on their capital Jf hoMe%er there 
happens to be no great change of this kind going on, the 
traditions of the trade that a certain rate of piofit on the 
turnover should bo charged for a particular class of M ork are 
of gieat practical son icc to those m the trade Such traditions 
aie the outcome of mucli experience tending to sliov that, lE 
that rate is charged, a piopcr nllovancc will be made for all 
the costs incurred for that particular jjurpose, and in addition 
the nonnal rate of profits per annum m that class of business 
Mill bo atTorded If lhe\ charge a prko which gi\es much 
less than this i-ntc of pixjfit on the tuino\cr they can hardi} 
prosper , and if the} charge ninth more lhe\ are in danger 
of losing their custom, since others can nfibrd to undersell 
them This is the “fair” rate of profit on the turno\er which 
an honest man is expected to chaige for making goods to 
ordei, when no puce has been agreed on biforelmnd , and it is 
the rate which a court of law will allow, in case a dispute 
should arise betw cen buj or and seller 

§ 4 During all this inquirv we haie bad iii Mew chiefly 
Proata are a ultimate, oi long-period or true normal results 

element of* economic foi CCS , we li.uc considered the way 

nonnal 111 wbicli tho supplj of busiiiess abilit} in command 

PP y P c q£ tpufjg jj, long run to adiust itself to 

tho demand , wo lia\e scon how undoi tho action of the Law 
of Substitution it seeks constnntlj ct or}' business and e^eiy 
method of conducting every business in wliicli it can render 
services that are so highly valued b\ persons who ate able to 
pey good pnees for tho satisfaction of then wants, that those 
services will m the long run cam a high i-ewaid Tiie moti’i e 
orce is the competition of undertakers eacli one ti les ei ery 
openmg, forecasting probable future events, reducing them to 
eir true relative proportions, and consideimg w'hat surplus 
e y be afforded by the I'eceipts of any undertaking over 
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the outlay required foi it. All I113 prospective gams enter 
into the profits winch dinw Inm tow^ards the undertaking, nil 
ilie imcstmenLs of his cnpihal and energies in making the 
appliances foi future production, and in building up the 
Tinmateriftl capital of a business connection, have to shoiv 
thoinsehes to hun as likely to be piohtable, before he will 
entei on them tlie whole of the profits winch he expects from 
them enter into the reward, which ho expects in the long run 
for Ins ^enture 

Jfuch of the argument of Chapter V as to the earnings of 
industrial skill is applicable to the eanimgs of business powei 
There are, however, some differences between the two cases, 
which call foi our study 

^ r». In tlie first place the undertaker’s piofits bear the 
first hnmt of any change m the pnee of those Profits fluctu- 
things winch aixi the product of his capital 
(nioludmg his business organization), of his creater ratio 
laliour .md of the labour of Ins employt^s , and as a result 
fluctuations of his profits geiiemlly piecede fluctuations of 
their wages, and are much more extensive Foi, other things 
being equal, a coinparativel} small nso m the piico for ivlnch 
lie can sell his product is not unlikely to increase his piofit 
inun}ffolcl, or perhaps to substitute a piofit for a loss That 
nso wall make him eager to reap the liarvest of good pnees 
while he can, ho will be m fear that lus employes aviII leave 
his cmplopnent or refuse to w'oik He wnll be more able 
and more willing to pay high wages, and wages the %vages 
^nll nse But expenence shows that (whether ofempioyiising 

, ' , behind, and 

they are governed by sliding scales or not) they their fluctua- 

seldom nse ns much in proportion as prices , and 

therefore they do not nse nearly as much m proportion as 

profits 

Another aspect of the same fact is that when trade is 
bad, the employ^ at worst is earmng notlung towards the 
support of himself and his family , but the employer’s out- 
goings are hkoly to exceed his incommgs, particularly if he 
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IS using much borrowed capitnl In tlmt case his Gross 
Earnings of IManagcincnt aro a negatii e quantitj , tliat le, he 
lb losing Ins capital In lerj bad times tins liappciis to a 
great nurabei, porhajis the mnjonl^ of undertakers; and it 
happens almost constantl} to tlioso who me less fortunate, or 
less able, or lass well fitted for their special trade than others 
§ 6 To pass to nnothei point, Iho number of those who 
The profits of 111 husinass IS but a small per-ceutage of 

Individuals the whole, and in their liamls are concentrated 
v/id*d^^'^n fortunes of others several times as numerous 

°^"d^ thenisehes, Atlio liaso made sa^^ngs of their 
own, or who ha\e inherited the snsings of others 
and lost them all, togcthei with the fruits of thtir ownefiorts, 
in unsuccessful business In ortlor therefore to find the 


a\erage profits of a trade we must not dmde the aggregate 
profits made in it by the number of tliose who niv reaping 
them, nor even bj tliat number added to the number who 
have failed but from the aggregate profits of the successful 
we must subtract the aggregate losses of those wdio hate 
failed, and perhaps disajipeared from the trade , and w c must 
then dmde the lemumder b} the sum of the numbers of those 
w ho hat 0 succeeded and those w ho liai o failed. It is probable 
that the tiaie Gross Earnings of IManagcmont, tlmt is, the 
eveess of profits over mterest, is not on the aterage more than 
a half, and in some nsky trades not more than a tenth part, 
of what it appears to be to persons who form their estimate 
of the profitableness of a trade b^ observation only of those 
w 0 bale secured its prizes There are howoier reasons for 
thi^ng that the risks of trade are on the whole dimimslung 
rather than increasing* 


of ore other difTerences ^ttvecn tho eaminps of bosiness power find 

^ Of which, as weU as of tho rclaUon m which 

^Is cxccptioual abUltp, and of tho 



503 


CHAPTER IX, 

RENT OF L.VNO 

I 1 "Wr, ninj ciiU to iivmd tliat the land has an “in- 
herent" income of heat and light and air and ram, which 
man cannot appreciably atTcct, and advantages income 
of situation, of which many aie beyond man’s attributed 
control, vrhilo but few of the i-emomder are the properties 
direct result of the investment of capital and 
effort in the land by its individual owners. The supply of 
these properties is not dependent on human effort, and would 
therefore not be mcreosed by extra rewards to that effort 
On the othex hand those chemical or mechanical properties 
of the soil, on which its fertility largely depends, can bo 
modified, and in extreme cases entirely changed by man’s 
action. 

How let us i evert to our study of the tendency to 
dimmislung return in agriculture, still supposing that the 
owner of the land undertakes its cultivation, , , 
so that our reasomng may be general, and Book iv 
independent of the mcidents of particular forms 
of land tenure. We saw how the return to successive “doses,"' 
or applications of capital and labour, though it may increase- 
for the first few doses, will begin to dimimsh when the land 
is already well cultivated The cultivator contmues to apply 
additional capital and labour, tdl he reaches a pomt at which, 
the return is only just sufficient to repay his outlay and 
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reward him for his oivn ivork That ■will he the dose on. tlie 
margin of cultivation, -vihether it happens to ho applied to 
nch or to poor land An amount equal to the return to it 
■will be required, and v ill be sufficient to repay him for each’ 
of his pre'vnous doses, and the excess of the gross produce 
over this amount is his producer’s surplus Supposing him 
to be a man of ordinary abihty and enterprise and to farm 
fairly well, this 'will be what is commonly called the xestfd 
value of the land 


This surplus or rental value depends on, firstly^ the 
nchn ^s of the land, and secondly, the relative values of 
those things which he has to sell and of those things which 
he nee ds to bu'y And the prices at which the various 
requisites of the farm can be bought, and its various products 
sold, depend on his surroundings , and changes in that are 
continually changing the relatii e values of different crops and 
relative values of land in different situ ations . 
x^Thus it IS important to remember that inequalities of 
sjtua ^ relatively to the best markets are ^ust as powerful 
( ^sgs o ^ inequalities of producer!s-Sumlua a s are inequahties 
of absolute productiveness ^ But England is so smaU and so 
t ckly peopled, that the cultivator can get nearly the same 
net price in whatever part of England he is, and English 
economists have ascribed to fertility the first rank among the 
^uses which determme the value of agricultural land, and 
ave treated situation as of secondary importance They have 
therefore often regarded the producer’s surplus, or rental 
ue, o an as the excess of the produce which it yields, 
er w at is returned to equal capital and labour (apphed 
^th equal skull) to land that is so barren as to be on the 
margin of cultivation, without taking the trouble to state 
that separate allowance must be made for differences in the 
expense of marketmg But economists in new countries, 

hi Zr® “V '^cultivated If 7t 

M uot good accoaa to markets thmk of situation at least 
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equally, important 'v\5^h fertility in determining tlie value 
of land In their view land on the margin of cultivation is 
land far from markets , and the producer’s surplus piesents 
itself to them as the excess value of the produce from well- 
situated land over that which equal labour, capital (and skiU), 
■would get on tlie worst situated land, allowance hemg of 
course made for differences of feitihty, if necessaiy 

g 2 The argument of this chapter so far is apphcable 
to all systems of land tenure, Avhich recognize private owner- 
ship of land in any form , for it is concerned Argument 
with that producer’s suiplus, which accrues to 
the o^vner if he cultivates his land himself, or, of tenure 
of he does not, then accrues to him and his tenants, regarded 
as a firm engaged in the busmess of cultivation. Thus it 
holds true, whatevei be the division which custom or law or 
contract may have ai ranged between them with regard to 
then several shares of the cost of cultii ation on the one hand, 
and the fiuits of the cultivation on the other Petty’s 
memorable statement of the law of rent is so worded as to 
apply to all forms of tenure and to all stages of civiliza- 
tion — “Suppose a man could with his own hands plant a 
certain scope of Land ivith Com, that is, could Ligg, or 
Plough, Harrow, "Weed, Reap, Cairy home. Thresh, and 
Winnow so much as the Husbandry of this Land requues , 
and had ■withal Seed wherewith to sow the same I say, 
that when this man hath subducted his seed out of the 
proceed of his Harvest, and also what himself hath both 
eaten and given to otheis in exchange for Clothes, and other 
Hatural necessaries, that the Remainder of Com, is the 
natural and true Rent of the Land for that year, and the 
medvxmi of seven years, or rather of so many years as make 
up the Cycle, within which Dearths and Plenties make their 
revolution, doth give the ordinaiy Rent of the Land m 
Com’” 


M. 


1 Taxes (Did Contribiittons, vr 13 
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At the present day, in those parts of England where 
custom and sentiment count for least, and free competition 
and enterprise for most in the bargaining for the use of 
land, it 13 commonly understood that the landlord supphes, 
and in some measure maintains, those improvomonfs which 
are slowly made and slonly noni out That being done, ho 
requires of his tenant the is hole producer’s surplus vrhicli the 
land thus equipped is estimated to afford in a 3 ear of normal 
harvests and nonnal pnees , after deducting enough to replace 
the farmer’s capital ivith normal profits , so that tlio fanner 
stands to lose in bad 3 ears and gam in good years. In this 
estimate it is implicitly assumed that the farmer is a man of 
normal abiht3 enterprise for that class of holding; and 
therefore, if ho nses alxno tliat standard, be will himself reap 
the benefit, and if be falls belon it will himself bear the loss, 
and perhaps ultiraatcl3 le<i%o the farm' 

The so-called English system has some disadvantages, but 
when ve como to comiiaro it mth other systems, no sliall see 
that it afforded great advantages to a coimtr3*, which pion- 
eered the way for the world in the development of free 
enterprise, and which therefore was impelled earl3' to adopt 
all such changes as gi% 0 freedom and \ngour, elasticity and 
strengtlu 


derived from tto land ivlilch tli 
marlot for flm penods of inoderoto Jongtli, mamlyby th^ 

^ reference to the cost of rrovndingtii 

rent. ttereforo is of the naturo of i 

short f Is to bo rcgarrlod, oven fo 

bccauso tbo ■nrodnro -n n directly into tbo normal pnea of the prodneo 

Ce arr^lcvTlS English fealnfc, of ian. 

tween the tenant’s nnS o ^ ° *rno that the lino of division bo 

niostmiportanthneofclea:Sre^J„:L^^^^^^^ 



CHAPTER X 

LAND TENDEE 


§ 1 en,r]y times, and in some backirai’d countnes e\ en 
in our OA\n age, all lights to property depend on Early forms of 
general understandings ratliei than on piecise Land-tenure 
laws and documents In so far as these undei - been base^on 
standings can be reduced to definite teinis and Partnerships 
expi'essed m the language of modem business, they aie 
genemlly to the follouing effect — The onnei-ship of land 
is vested, not in an indindual, but m a fiiin of nhich one 
inembei oi group of members is the sleepmg partner, -while 
another member oi group of membei-s (it may be a whole 
family) is the working partner 

The sleepmg partner is sometimes the lulei of the State, 
sometimes ho is an individual who inherits nhat was once 
the duty of collectmg the payments due to this lulei fiom 
the cultivators of a certain part of the soil , but n bat, in 
the course of silent tmie, has become a light of OMTiership, 
more oi loss definite, moie oi less absolute The sleeping 
partnei, oi one of them, is generally called the piopnetor, or 
landholder or landlord, or even the landownei , though this is 
an incorrect nay of speakmg, Avhen he is lestramed by law 
oi custom from turning the cultivator out of his holdmg, 
either by an arbitrary mci-ease of the payments exacted from 
him 01 by any other means ‘ 

1 Custom IS however really more elastic than at first sight appears, as is 
shown oven by recent English history Caution is therefore needetl m 
applying Eicnrdian analysis to modem English land problems as well as to 
those ansing out of more primitive systems of laud tenure See Princvplea VL 

- 2 , 3 20—2 
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§ 2 Tn a great pai*t of L.d»n Jviiropo tlu land ia dn^idcd 
into liolclings, vbich llio tenant eultivatoa Irpjlio 
rental by labour o£ luinsclf and bis fmmly, and some 

shares tiiucs, tbougb rarclj, that of a. fen Inml 1 ilKnir’ 

eis, and for winch the landloitl aupjibos buildings, tattle and, 
fcouietmics eien, faim inipleni(jnt< Tiiia ^itci ri m callctl 
^ Mctai/aye Its ndvantagch uro considemble nben tlie hnldiuijs 
are icrj small, llio tenants poor, and the landlotxis not aierwj 
to taking niucli trouble about small things but it is not 
suitable for boldmga laige enough to giie scope to the enter- 
piisc of an able and lesponsiblo tenant It is eonimoid) 
associated snth the system of peiusnnt propnetorsinp , and ao 
may consider that next' 

The position of a peasant proprietor has great ntlraetions 
The pcftBont Ifico to do uhat bo like«, he is not ivomed 

proprietor ijj tlic interference of a Inndloid, and the anxiety 
lest another should reap the finiits of Ins stork and self- 
denial ,Uia feeling of ottnerslnp gnes Imn ^olf-rcsjiect, and 
stability 0 ^ ebnracter, and makes him jirotadont and tem 
perato in liis habits He is scarcoh etor idle, and seldom 

legards lus ttork as meix; tlnulgorj' , it is all for the land 

that ho lot es so tt ell 

“Tlio magic of property turns sand into gold,” said „ 

-Vitliur loung It undoubted!) has done so in many cases 

in which the proprietors haie been men of exceptional energ)' 
But such men might perhaps hate done ns well or better if 
then lionzon had not been limited to the narrow hopes of a 
peasant proprietor For indeed there is another side to the 

“Land,” wo aio told, “js the best 
seldom an effi- ^^''^^gs-oank lor the w orking man ” Sometimes 
nt worker it is the Second best. But the i eiy best is the 
energy of lumself and lus cliddixm, and the peasant pro- 


and 5 Wo morT nt n low cl.arge, 
Jesa tW an Euelrsh tan°or “”lt 
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pnetors’ thoughts are so full of the one that they often 
starve the.othei j\Iany even of the nchest of them stmt 
the food of themselres and then families they piide them- 
selves on the respectahihty of their houses and furniture, 
but they live m their kitchens for economy, and aie practically 
•woi'se housed and fai woi'se fed than the better class of 
Enghsh cottagers And the poorest of them work haid 
dunng veiy long hours, but do not really get through mucli 
work, because they feed themselves worse than the poorest 
Enghsh laboureis They do not understand that wealth is 
useful only as the means towards a real income of happmess , 
they saciafice tlie end to the means 

And it must be recollected that the Enghsh labourere 
represent the failures rathei than the successes ^ ^ 

of the Enghsh system They are the descendants so well repre- 
of those who for many successive generations New Vo"id^s 
have not availed themselves of the opportunities the English la- 
by which their abler and more adventurous 
neighbours were nsmg to leading posts at home, and, what is 
fai more important, weie acquirmg the fee simple of a great 
part of the surface of the globe Of the causes ivhich liave 
contributed to make the Enghsh race the chief owners of the 
New World, the most important is that bold enterprise vhich 
has made a man, who is iich enough to be a peasant piopnetor, 
generally refuse to be content ivith the humdrum life and the 
naiiow income of a peasant And among the causes winch 
have fostered this enterprise, none is more important than 
the absence of the temptations to wait about for a petty 
inheritance, and to marry for the sake of property rather 
than m the free exercise of individual choice — temptations 
which have often dulled the eneigy of youth m places m 
which peasant properties have predommated 

It 18 partly in consequence of the absence of these temp- 
tations that ^e “farmers” of Amenca, though The American 
they are men of the working class cultivatmg former 
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their own land ivith their oivn hands, do not resemble “peasant 
propnetora' ” Tliey invest their income freely and wnsely m 
developmg the energies of themselves and their children, 
and these energies constitute the chief part of their capital, 
for their land generally is as yet of but little value Their 
minds are always active, and though many of them haie 
httle techmcal knowledge of agriculture, their acuteness and 
versatility enable them to find out almost unerringly the best 
solution of tlie problem immediately before them 

That problem is generally to obtain a produce large ih 
Amencan proportion to the labour spent on it, though 
me^oda of small in proportion to the abundant land at their 
aisposal In, some parts of America however, m 
which land is beginnmg to get a scarcity value, and in which 
the immediate neighbouihood of good markets is making an 
inteusiio cultivation profitable, the methods of fanning and 
of tenuie are learrangmg themselves on the Enghsh model 
within the last few years there have been signs of a 
ten ency on the part of native Amencans to hand over to 
persons of recent European ongm the farms of the West, as 
they have alieady done the farms of the East, and ns they 
did long ago the textile industnes 

b 3 Let us then turn to the English system of tenuie 
The English Eaulty and hamh as it has been in many I’espects, 

great power of stimulating and econo- 
energy, which, aided by England’s 
geogi-aph^l advantages and freedom from devastating warn, 

cJon^'t ° Werehip of the woild in Manufacture and 
Coloi^tion and, though in a less marked degree, in Agn- 
oulture England has learnt lesson, in agi^cultaie from 

owners, and only ono^^^*of^tta States ore cnltirntea by tbeir 

Eugbshplan T\lule two flurds Rro is held by tenants under tbe 

Metayers, except that ao7io?d^at de®fi° 

influenced by custom fl^finite contracts which are but bttle 
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nu'I tin* Xotlicrland*; ; but on tbe 

‘•bo Im'f tumbt far inon* tlmn *.110 lin'; karnb And 
lb»n' 5‘ now jirt ii^untr> o\n>pt tht* Nrtboiknd'^, ulncli can 
-with her it\ the tunount of ptxHlucc per acre of fertile 
)uid^ find MO conntr) in Kur«»jK* vlneh obtain'; nenil^ fio high 
t» i'sm' hi projxirtion t<» the Inlwnii expended in petting them 
The eUuf intnt of tbe M-ttetn i- that it enables the land- 
lonl tole<*pin bk own Imndh tbe re'-ponsibibtx 
for { hilt part and nnh that pid of (be proped}' f^nd/oi^ ^to 
wl.Kb hi can Uh>] after w itb but little trotdilo to ®“ep’> 

copilAl over 

aTifl hnlf' v#\ntion to In'' l<?nnnt 3^J‘^ ^^h^ch he can 
mrt r<in''i*'t'v nf land, biiilthnps nnd pennanent • 

iiiiJ'naxejnent' . and axenipcv m Ikpland fi\e times tbatwlneh 
tbe fanier bne to suppU liiinsflf Tlie landlord is wnlling to 
supply tbiti (nt'ktlis of tb» neoes<-arN capiuil at a net rent, 
wbnb seldom ui'es js tmuh as three j>er cent- interest on 
If- isist , and tlnct' j- no other Im-nn -- in whicli the enter- 
pn-iMP uiiderl) her can luirross what i vpital ho wants at so low 
rate, or r m often Ihu ixiw hirpe a j» m of lus capital .it any 
lut ' at all 

/ The F4 tsind mint of tlie Ilnjib-h system, winch paitly 
f 'llow'^ fonn the llr-t, is tint it pne- the land 
huii ctur uhnhb fn'iaiom m the s'diction of an considerob'e 
abb end n -iionnblr truant JUit it is true that freedom of 

\ , setecllon 

Ids p.soil and bad qinlitie- ahko often tend to 
pn vent bis srlfUmp tenants pn stricth commercial jinnciplcs 
He sr-ldom goes far alield for n new tenant and until quite 
riixntlv. he bos seldom gnen facilities for an able woiking 
man. suuilnr in chunicter to the Amertctin famict, to make a 
start on a small firm which lie can cultuate with Ins own 
li.inds and those of bis faimij mid n few hirer! men' 

^ 1. We iim\ next inqiiiic bow far those gciionl ten- 

T5)< Luj'kli rwt' in an the wboli tenit- to proniofc ttie ilocoi cry nn<l the 
of uiiiirii\T*l Jin Daxlr bat even in Engliuid progress in agncultnre is 
doro r ilifiit in mniinfnctnres 
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dencie'; to^'nJ■(ls production on a Inigc fcC,do, Mhich studied 
m Book IV, are apjilicable to agncnlturo under modem 
English conditions 

’^Eir-.U}, agiiculliire must ho spread p\er tlie hroodjand 
Special con kc brouglii lo the mnnufattui'ci 

ditionsofagri- fur hull to 'll Oik On; Init the ngnctdtunst must 
^ seek Ins Moik Again, the mirkers on the land 

must adapt tlieii ^\olk to the seasons, and can seldom coniine 
themsohes entiiel> to one cl iss of unrk, and in con-s(*quenco 
agriculture, o^on undei ilie Enghsli system, cannot ine>\e fast 
m the diicction of the methods of inanufactui'C. 

But }ct theie aio considemhle forces tending to push it 
in th it direi tion The pitigi-ess of invention is constantly 
mci-easing the nuinhei of soiaicoihle, hut expensive mnehuies, 
foi most of uliich a small funner can find emplo\nicnt dunng 
onlj a lei-j short time He muj lure sonic of them from 
people vho make it then busines.s to undertake steam plough 
mg and thmshing , but there arc man}, the use of avhich can 
he got only hj co-opontion muIi Ins ueigldiours^ and the 
uncertamties of the Moathei jnctent tins plan from Morlnng 
terj smootldy in practice 

Again, the fanner must go be3ond tjie re sults of liis ouu 
It affords an fatliei's cxpcncncc in prdet U) keep 

icopTflr^high of the changes of the day". He should be 

business able to follow the mot ements of agricultural 
®oienee and practice closelj’ enough to see their 
cluef practical applications to his ottn farm To do all this 
propeily requires a tmmed and torsatile mind , and a farmer 
10 las these qualities could find time to direct the genonl 
course of the management of several hundred, or eten of 
severa t lousand acres , and the mere superintendence of his 
^ns work m matters of detail is not a task fitting for him 
The vork wluch he ought to do is as difficult as that of a 
large manufacturer, and he iiould never dream of spending 
his own strength on mmute supemsion wlucli he can easily 
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hue suboi-dmates to do A farmer ivlio can do this higher 
Mork, must he wasting his stiengtli on work that is beneath 
3iim, unless he employs many gangs of workmen, each of them 
unclei a lesjxmsible foieman But there are not many faims 
^\luch give scope for this, and there is therefore very little 
inducement foi leally able men to enter the business of 
farming , the liest entei-pnae and abibty of the country gene- 
rally avoid agiiculture and go to trades in which there is 
i-ooin for a man of first-iate ability to do nothing but high 
class Moik, to do a gieat deal of it, and theiefore to get high 
Earnings of ^ilanagement 

Tl^^xpenmei it of working faims on a very large scale is 
(blhcult and expensive , because, to be tried properly, it would 
lequH^aim buildings and means of communication specially 
adapted to it , and it ivould have to overcome a good deal of 
lesistance from custom and sentiment not altogethei of an 
unhealthy kind The lask also would be great, foi in sucli 
cases those vho pioneei often fail, though then route when 
V ell trodden may be found to be the easiest and best 

If a f aim is not very laige, and if, as is often the case, the 
faimei lias no greater ability and activity of farmer 
mmd than is commonly to be found among the who works 
bettei class of working foremen m manufactuies, 
then it V ould be best for others, and m the long nm for him- 
self, that he should return to the old plan of woikmg among 
his men Perhaps also his wife might return to some of those 
lighter tasks in and near the farmhouse which tradition 
ascnbes to her They reqmie discretion and judgment, they 
are not inconsistent with education and cultura , and combmed 
with it they would raise and not lower the tone of her life, 
and her real claims to a good social position There is some 
raason foi thinking that the stem action of the prmciple of 
natural selection is now displacing those farmers, who have 
not the faculty to do difficult head-work, and yet dechne to 
do hand- work Their places aie being taken by men of more 


n 
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ttan average natural ability "wboj "with the help of modem 
education, are rising from the ranks of labourers, who are 
quite able to manage the ordinary routine work of a model 
farm, and "who are giving to it a new life and gant by 
c allin g their men to come and work, instead of telling them 
to go and work Very large farms being left out of view, it 
IS with rather small farms worked on these principles that 
the immediate future of English agriculture seems to h6. 
Very small Very Small holdings however have great advan 
holdings tages wherever so much care has to be given to 
individual plants, that machinery is out of place, and there 
is reason for hopmg that they wrll continue to hold their own 
m raismg legetables, flowers and fruit. 

§ 5 We may next consider how far landlords will m 

The interests mterest adjust the size of holdmgs to 

of landlords the real needs of the people Small holdmgs 

JLnd of the -Pt ^ r ^ 

public as re- require more expensive buddings, roads 

Cim^ngs fences, and mvolve greater trouble and in- 

cidental expenses of management to the land- 
lord m proportion to their acreage than do large holdings, 
and whde a large farmer who has some nch land can turn 
poor sods to good account, small holdings will not flourish 
generally except on good sod’ Their gross rental per acre 
must therefore always be at a higher mte than that of large 
rms But it is contended that, especially when land is 
leaidy burdened by settlements, landlords are imwillmg to 
mcur the expense of subdividing farms, unless they see their 
■'^y to rents for small holdmgs that wdl give them, m 
a tion to high profits on their outlay, a heaiy msu ranee 

wants On vanes with local conditions and mdindnal 

rdmdaiS rZTl Ja industrial district the 

ventages at their minmiim^ at then: ma ximnm , and the disad 

so small as to mate mnch nse of’ e^ially the case with holdings 

the small enlUvator loses Imt httl^ froSw! ir land is hflly and broken 

from his want of command of machinery 
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fowl ngmnvt the clmnco of liaMng to throw the holdings 
together ngaiu , and that the rental for small holdings, and 
especially for those of only a few acres, is extravagantly high 
in many parts of the country Sometimes the prejudices of the 
landlord and his desire for undisputed authority make him 
poMtivcIj refuse to sell or let land to persons who are not m 
harmony AMth him on social, political or religious questions, 
hut it seems certain that o\nls of this kind have always 
licen confuierl to a fen districts, and that they are rapidly 
diminishing 

3?ut they nghtly attract much attention Foi there is a 
public need for small holdings, as well as large, in every 
distnct They increase the number of people who are 
vorkmg in the open air u ith their heads and their hands* and 
liy giAang the ngnciiltuml labourer a stepping-stone upwards, 
the) tend to prciont lum from being compelled to leave agn- 
cullui*e to find some scope for liis ambition, and thus check 
the great evil of the cominued flow of tlie ablest and bmiest 
faim lads to the tovnis 

V Moreoier 'ery small lioldings, ivlnch can be woiked by 
people who hai e somo other occupation, and also 

, y Allotments 

.tllotinents and large garden*:, render great semces 
to the State, as avcU ns to those ivho cultivate them Tliey 
break the monotony of existence, they give a healthy change 
from iiultKii life, they ofler scope for variety of character and 
for the pla} of fancy and unagmation in. the arrangement of 
individual life, they affoid a counter attraction to the grossei 
and baser pleasures, they often enable a family to hold 
togethei that v ould otherwise have to separate , under 
favourable conditions they improve considerably the material 
condition of the v orkei , and they dimimsh the frettmg as 
veil ns the positue loss caused by the inevitable interruptions 
of tlieir oi’dinaiy work 

And lastly though peasant proprietorship, as a system, is 
unsuited to the economic conditions of England, to her soil, 

r 
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her chmate and the temper of her people, yet there are a few ^ 
There should peasant piopnetoi’s in England who aie perfectly ^ 
L'ndran«s*^’to Condition, and there are a few 

peasants' pro- othei's who would buy small plots of land and - 
perues would live happily on them, if they could get lost i 

what they wanted where they wanted it Their temper is 
such that they do not mind working hard and liinng sparely, 
provided they need call no one master , they love quiet and 
dislike excitement , and they have a great capacity for growing 
fond of land Reasonable opportunity should be given to 
such people to invest their savings in small plots of land, on ' 
winch they may raise suitable crops Avith their own hands, 
and at the veiy least the present grievous legal charges on the - 
ti’ansfer of small plots should be diminished^ 

Co-operation might seem likely to flouiish in agnculture 

in°a^«uture ^ combme the economies of production on a 
large scale "with many of the joys and the social ^ 
^ins of small properties But it requires habits of mutual 
trust and confidence , and unfortunately the bravest and the 
est, and therefore the most trustful, of the countrymen 
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liolders, ivitb apparentlv ”'“‘1 fBsadvantngos of ownership for small 

.... , PParently a balance of opunon armTUHi. T., luai 


holders, with apparentlv a t ‘hsadvantngos of ownership for small 

there were in GreatTn^in of opunon against ownership In 1901 

between 5 ami 50 awe^ iSoTOl, , ^ ^ 282.000 

300 acres SmaUhol.Wo between 60 and 800, and 18,000 above 

vho are working ui the on’en^ oven aUotnients, increase the number of people 
to the agncuSini^^^ “d their hands they give 

compehed to leave agriculture ^P'^ords. present him from hemg 
check the great evfl find some scope for his ambition, and thiB 

to the tm^B ^ey bilk f ^ '‘^^lost and bravest fam lads 

change from mdoor life, the/offer they give a healthy 

play of fancy and imagina^on m ^ vanety of character and for the 
afford a counter attraction tn +i, ^ orrnngemout of indii idual life , they 

enable a family to hold together baser pleasures, they often 

favourable conditions they improve oaenroo have to separate, under 

worker, and Uiey dimimd^^e frif matennl condition of the 

tlio inevitable Interraptions of their ordina^*^ P°®^tive loss caused by 
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lune nh\a)s moved to tho tovsns Donmiuk, Italy, Geimany, 
and lastlj Ireland ha^c ho\\ONcr ltd the way in a movement 
wluth Rocni'; full of pronubo for organized co-opeiation in. the 
handling of dairy produce, m the making of hutter and cheese, 
m hujing fiirmci-s’ requisites and in selling farmers’ pi oduce 
and Bntam is following in their uake The nioiement is 
ho'\o'er of limited scope it scarcely touches iioik m the 
held itself 

§ G Finally a vot'd may bo said ns to private and public 
interests with regard to open spaces in toivns 
Wakchcld .ind tho Ainoncan economists have 

tween public 

taught us how a sparsely inhabited new distnct and private 
is ennehed h} tho advent of e'cry new sottlci IheT matter of 
The cotnerso truth is that a closely peopled on 

dislnct is imiiot onshed hj eier^onc wdio adds n 
new building oi raises an old one higher The want of air 
mid light, of pcicoful lepose out-of-doors for all ages and of 
Ileal thj play for chddron, exhausts tlie energies of the best 
blood of England which is constantly flowing towards oui 
hivgo to\vn« By allowing meant spaces to he built on leck- 
Icsbly wo are committing a great blundei fioin a bu*?ines3 
point of now, since for the sake of a little matennl wealth 
we are wasting those energies which are tho factoi'S of pio- 
ducfion of all wealth, and wo are snenfiemg those ends 
tow'ards which niatenal wealth is only a means It is a 
diflicult question to decide how' far tho expense of dealing 
open spaces in land already built on should fall on the 
neighhouung owmers, hut it seems nght that foi the future 
o\ ery new* building erected, save m the open country, should 
bo requned to contribute in money or.m kind towaids the 
expenses of open places in its neighbouihood 
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GENERAL VIEW OF DISTRIBUTION 

§ 1 The argument of the preceding ten chapters may 
now he brought to a head It falls far short of a complete 
solution of the problem before us . for that involves questions 
relatmg to foreign trade, to fluctuations of credit and employ- 
ment, and to the influences of associated and collective action ' 
in its many forms But yet it extends to the broadest and 
deepest influences which govern distribution and exchange 
To begm mth, we have seen that there is a general 
conespondence between the causes that govern the supply 
prices of material and of personal capital the comparisoa 
motives which induce a man to accumulate condmons 
personal capital %n his son’s education, are supply of 
similar to those which control his accumulation ^^^i^and 
of matenal capital for his son. There is a con- industrial 
tinuous transition from the father who works 
and waits in order that he may bequeath to bia son a 
nch and firmly-estabhshed manufacturing or trading busmess, 
to one who works and waits in order to suppoi t bia son while 
he 13 slowly acqmrmg a thorough medical education, and 
ultimately to buy for him a lucrative practice Again, there 
is the Same contmuous transition from lum to one who works 
and waits lu order that his son may stay long at school , and 
may afterwards work for some time almost without pay while 
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learning a skilled trade, instead of being forced to support 
himself eaily in an unskilled occupation, such as that of an 
en-and-hoy For such occupations, because they lead the -way 
to no future advance, sometimes offer comparatively high 
■wages to young lads 

It IS indeed true that as society is now constituted, the 
only persons, who are very likely to invest much in developmg 
the personal capital of a youth’s abihties are his parents and 
that many first-rate abihties go for ever uncultivated because 
no one, who can develop them, has had any special interest 
in domg so This fact is very important practically, for its 
effects are cumulative , that is, the deficiency in education of 
one generation is hkely to impair the education of the next, 
and that again of the generation which follows it, and so 
on, cumulatively But it does not give nse, as has been 
supposed, to a fundamental difference between material and 
human agents of production foi it is analogous to the fact 
that much good land is poorly cultivated because those who 
would cultivate it well have not access to it 

Again, since human bemgs giow up slowly and are slowly 
worn out, and parents in clioosmg an occupation for then 
children must as a rule look forward a whole generation, 
changes m demand take a longer tune to work out their full 
effects on supply m the case of human agents than of most 
kin ds of material apphances for production , and a specially 
long period is required m the case of labour to give fuff, play 
to the economic forces which tend to bnng about a normal 
adjustment between demand and supply^ 

§ 2 The efficiency of human agents of production on 
the one hand, and that of material agents on the 

' ° Business men 

other, are weighed agamst one another and com- weigh the 
paied with their costs, and each tends to be 
applied as fai as it is more efficient than the other industrial 

classes , 

in. proportion to its cost A chief function of 

1 Comp IV. ■»■ yi yinaudsn., nnd'VT.iv v andyn. 
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busmesS enterprise is to facilitate the free action of tbis’ 
great principle of substitutiom Generally to the pubhc benefit, 
but sometimes in opposition to it, business men are constantly' 
comparing the services of machinery, and of labour, and 
again of unskilled and skilled labour, and of extra foremen 
and managers , they are constantly densmg and expenment- 
mg ivith new arrangements which involve the use of diflferent 
factors of production, and selectmg those most profitable to' 
themselves^ 

The efliciency as compaied with the cost of almost every 
class of labour, is thus contmually being iveighed m tlie 
and give balance m one or moie branches of production 
princ5p°e'of against some other classes of labour and each 
substitution of these in its turn against others This compe-^ 
tition IS pnmanly “ vertical ” it is a struggle for the field of 
employment between groups of labour belonging to different 
grades, but engaged m the same branch of production, and 
inclosed, as it were, between the same vertical walls. But 
meanwhile “horizontal” competition is alivays at work, and 
by simpler methods for, firstly, there is great freedom of 
movement of adults from one business to another within each 
trade, and secondly, parents can generally introduce their 
children mto almost any other trade of the same grade with 
their own m their neighbourhood By means of t.biH combined 
vertical and horizontal competition there is an effective and 
closely adjusted balance of payments to services as between 
labour m different grades , in spite of the fact that the labour 
m any one grade is mostly recruited even now from the 
children of those m the same grade “ 

The workmg of the pnnciple of substitution is thus chiefly 
When two tanks oontaixung flmd are jomed by a 
pi^ the flmd, which is near the pipe in the tank with the 
higher level, will flow mto the other, even though it be rather 

1 Compare YI i 6, and vn. 2 
» Compare IV vi. 6, and VL v 2 
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viscous; and thus the general levels of the tanks -will tend 
to be brought together, though no fluid may flo-w fiom the 
further end of the one to the further end of the other , and 
if several tanks are connected by pipes, the flmd m all 
vill tend to the same level, though some tanks have no 
direct connection %vdth others And similarly the principle 
of substitution is constantly tending by indirect routes to 
apportion eanungs to efficiency between trades, and even 
between grades, which are not directly in contact with one 
another, and which appear at first sight to have no way of 
competmg with one another 

§ 3 There is no breach of continuity as we ascend from 
the unskilled labourer to the skilled, thence to the foreman, 
to the head of a department, to the general But as regards 
manager of a large busmess paid partly by a Rework of 
share of the profits, to the junior partner, and themselves 
lastly to the head partner of a large private "g^i’es^^higWy 
busmess and in a jomt-stock company there is orgamted 
even somewhat of an anti-chmax when we pass from the 
directors to the ordinary shareholders, who undertake the 
chief ultimate risks of the busmess Nevertheless busmess 
men, those who undertake busmess enterprises, are to a 
certain e-^tent a class apart 

For while it is through their conscious agency that the 
piinciple of substitution chiefly works m balancmg one factor 
of production against another , -with regard to them it has no 
other agency than the indtrect influence of their own com- 
petition- So it works blmdly, or rather wastefuUy , it forces 
many to succumb who might have done excellent work if 
they had been favoured at first and, in conjunction -with the 
law of increasing return, it strengthens those who are strong, 
and hands over the busmesses of the weak to those who have 
already obtained a partial monopoly 

But on the other hand there is also a constant mcrease 
in the forces which tend to break up old monopohes, and 
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to offer to men, "wlio have but httle capital of their own, 
openings both for starting nesv businesses and for nsmg into 
posts of command in large pubhc and pnvate concerns , and 
these forces tend to put business abihty in command of the ' 
capital required to give it scopa 

On the whole the work of business management is done 
cheaply — ^not indeed as cheaply as it may be m the future 
when men’s collective instincts, their sense of duty and their 
pubhc spirit are more fully developed, when society exerts 
itself more to develop the latent faculties of those who are 
bom in a humble station of life, and to diminish the secrecy 
of busmess , and when the more wasteful forms of speculation 
and of competition are held m check. But yet it is done 
so cheaply as to contribute to production more than the 
eqmvalent of its pay For the busmess imdertaker, like the 
skilled artisan, renders services which society needs, and 
which it would probably have to get done at a higher cost 
if he were not there to do them* 


The ablest busmess men are generally those who get the 
highest profits, and at the same time do their work most 
cheaply , and it would be as wasteful if society were to give 
their work to inferior people who would undertake to do it 
more cheaply, as it would be to give a valuable diamond to be 
cut by a low waged but unskilled cutter 

The similarity between the causes that determine the 
normal rewards of ordmary abihty on the one hand, and of 
busmess power m command of capital on the 
other, does not extend to the fluctuatioiis of 
their current eanungs For the employer stands 
as a buffer between the buyer of goods and all 
t e various classes of labour by which they are 

te tetter ^ contentioii of the sociabsts that it -would 

nanaa^ L o^uSt own hands and hire bnsiness 

turn -d ooretd^corXn 

perhaps are even hannfnL beneficial to society, and 


Contrasts 
between 
fluctuations 
of current 
profits and 
■wages 
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made He receives the whole price of tlie one and pays the 
whole price of the others The fluctuations of his profits 
go with fluctuations of the prices of the things he sells, 
and are more extensive* while those of the wages of his 
employees come later and are less extensive The eaminss 
at any particular tune of his capital and abdity are some- 
times large, hut sometimes also a negative quantity whereas 
those of the abdity of his employees are never very large, 
and are never a negative quantity The wage-receiver is 
likely to suffer much when out of work , but that is because 
he has no reserve, not because he is a wage-receiver’ 

§ 4 Betuming to the pomt of view of the second chapter 
of this Book, we may call to mmd the double relation in 
which the various agents of production stand to one another 
On the one hand they are often rivals for em- -j-he agents 
ployment, any one that is more efficient than ofproducUon 

r J } J are the sole 

another m proportion to its cost tendmg to be source of 
substituted for it^ and thus limitmg the demand * 0 ™ 
price for the other And on the other hand another 
they all constitute the field of employment for each other 
there is no field of employment for any one, except in so far 
as it IS provided by the others the national dividend which 
IS the jomt pmduct of all, and which mcreases with the supply 
of each of them, is also the sole source of demand for each 
of them. 

Thus an mcrease of material capital causes it to push its 
way into new uses , and though m so doing it may occasion- 
ally dimmish the field of employment for manual labour in a 
few trades, yet on the whole it wdl very much how an 
mcrease the demand for manual labour and all increase 

of capital 

other agents of production. Tor it will much enriches the 
increase the national dividend, which is the empio^^t 
common source of the demand for all , and smce labour. 

1 Compare VL iv 6 
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by its mcr&i&ed competition for employment it "Will have 
forced down the rate of interest, therefore the joint product 
of a dose of capital and labour will now be divided more in 
favour of labour than before Thus, the chief benefit which 
capital confers upon labour is not by opening out to it new 
employments, but by increasing the joint product of land, 
labour and capital (oi of land, labour and waiting), and by 
reducing the share of that product which any given amount 
of capital (or of waiting) can claim as its reward’ 

§ 5 In discussing the influence which a change in the 
supply of work of any one industrial group exerts on the 
field of employment for other kindg of laboui, there was no 
Increase Heed to raise the question whether the mcrease 
in number of work came from an increase in the numbers 
^ efficiency of those in the group for 
of workers that question IS of no direct concern to the 

in r^lAuOQ T 3 

to wages of Others In either case there is the same ad- 
MiToaen dition to the national dividend in either case 
competition will compel them to force themselves - 
to the same extent mto uses in which their marginal utihty is 
lowei , and will thus lessen to the same extent the share of 
the jomt product which they are able to claim in return for 
a given amount of work of a given kind 


of latwur wUl partly take the form of the opening out 

(LTZ which hitherto could not have paid their way It will, 

° the ma^g of railways and wateraorhs in districts which 
roneh ron^ nnri’ ^ which would have continued to drag their goods along 
and wilhn^to rtit, !+ from wells, if people had not been able 

condm^^d tn f ^ making railway embanlonents and water 

l^w rew^r mvestment long and for a relatively 

new an^^ore^xnpn^!^A^^'^ d^and for labour wiU come from the makers oi 
it is said that maiifnnn, ™ branches of production Por when 

labour combined with^n^^amnp^*°*i^“^“’’ 

less waiting and for this reaso^fi ^ for another combmed with 

capital for labonr m a would be impossible to substitute 

caSltai ^rthe importation of 
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But the question is o£ "vital importance to the members 
o£ that gioup For, if the change is an "increase of one-tenth 
in their average efficiency, then each ten of them -will have 
as high an aggregate income as each eleven of them "vs’^ould 
have if their numbers had increased by one-tenth, their 
efficiency remaining tmchanged. 

This dependence of the wages of each group of workeis ou 
the numbers and efficiency of others is a special case of the 
genet al rule that the environment (or Conjunctibre) plays a 
pait at least cooidinate ivith a man’s energy and abdity m 
governing that net product to which Ins wages ever approxi- 
mate imder the influence of competition 

The net pioduct to which the normal wages of any group 
of ■\\ oikers approximate, must be estimated on the assumption 
that production has been pushed to that limit at which the 
output can be just marketed with normal profits, but not 
moie and it must be estimated "uuth reference to a worker of 
normal efficiency whose additional output lepays the employer 
with normal profits, but not more (Something must be added 
"bo 01 subtracted fiom tins net product to find the normal 
wages of a worker whose efficiency is more oi less than 
noimnl ) The time chosen must be one of normal prosperity, 
and when the supphes of different kinds of labour are 
relatively appropriate For instance if the buildmg trade 
IS exceptionally depressed, or exceptionally pi-ospeious or 
if its development is checked by an madequate supply of 
bricklayers or carpenters, wlule the supply of other classes 
of building operatives is superabundant, then the occasion 
is one which does not aflToid a convenient opportunity for 
estimating the relations of net product to normal wages of 
either bncklayers oi caipenters 



CHAPTER XII 


THE INFLUENCE OF PROGRESS ON VALUE 


§ 1 The field of employment -winch any place offers for 
The field of capital depends firstly on its natuml 

employment resources, Secondly, on the potwer 6f turning 
labour^' them to good account, derived from its progress 
in knowledge and in social and industrial organi- 
zation , and thirdly, on the access that it has to markets m 
which it can sell those things of which it has a superfluity 
The importance of this last condition is often underrated, hut 
it stands out prominently -when we look at the history of ne-w 
countries 


It is commonly said that w herever there is abundance of 
, good land to be had free of rent, and the climate 
rich in new umiealtuy, the real earnings of labour and 

■wMciThave no interest on capital must both be high But 

me“ markets o°f partially true The early colomsts of 

the Old World America hved very hardly Hatuie gave them 
wood and meat almost free hut they had veiy 
few of the comforts and luxuries of life And even now there 
^ South America and Africa, many places to 
Tn ^ has been abundantly generous, which are never- 

e ess s unned by labour and capital, because they have no 
r^dy communications ^vlth the rest of the world On the 
other hand high rewards may be offered to capital and labour 
by a mining district in the midst of an alkaline desert, when 
have been opened up -with the outer 

thoutrh ^ ^ trading centre on a barren set^cofist , 

though, J Imuted to thoir otm resources, the, could support 
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but n pcmity population, and that in abject poveidy And the 
splendid markets ^\h^ch the Old World has offered to the 
jiroducLs of the Ijfcn, since the growth of steara-communi- 
cation, ha\p rendered North Ainenca and Australia the 
richest large helds foi the einplojineut of capital and laboui 
that there haio ever been 

But nftei all the chief aiuse of the modem prospeiity of 
now countries lies m the markets that the old ^ 

Morld offers, not for goods delneied on the spot, offer a market 
but for promi-^es to delner goods nt a distant o°fthefuturcfn- 
dale A handful of colonists hating assumed comesofanew 
rights of perpetual jiroperty in vast tracts of 
nch land, ui-e anxious to map m their own generation its 
fntun fnnts , and as thej cannot do this directlj, they do it 
indirectly, by soiling in retmn for the ready goods of the old 
•a 01 Id promises to pij' much laigor quantities of the goods 
that, their ovni soil vill produce in a future 

, •ir A 1 1 j 1 1 ttnd the coil” 

genenxUon Jn one lonn or another they nioit- sequent influx 
gage their new piojierty to the old ivoild at 
a verj* higli rate of interest Enghsluneu and 
others, -rtho ha\o accumulatetl the means of present enjoy- 
ment, hasten to barter them for larger promises m the futuie 
than they can get at home a sast stream of capital flows 
to the iiCM countiy, and its arnial there raises the rate of 
ages t eiy high The new capital filters but slow ly towards 
the outlying districts it is so scarce there, and so many 
persons are eager to ha\ o it, that it has often commanded for a 
long tune ts\ o per cent a month, from which it has fallen by 
gradual stages down to six, or peihaps eien five per cent, a 
5 ear 

Eoi the settlera bemg full of enterprise, and seeing then 
WTi) to acquiring private title-deeds to property nominal 
that wall shortly be of great value, are eager to waBcs very 
becomo independent nndertakers, and if possible 
employers of others , so wage-earners have to be attracted by 
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high wages, which aie paid in a groat measure out of the com 
modities borrowed from the old world on mortgages, or m 
other ways It is, however, difficult to estimate exactly the 'real 
rate of wages m outlying parts of new countnes Tlie workers 
are picked men with a natural bias towards adventure , hardy, 
resolute, and enterprising, men in tlie pnme of life, who do 
not know what illness is , and the stram of one land and 

^ I 

another which they go through, is more than the average 
Enghsh, and much more than the average European labourer 
could sustain There are no poor among them, because there 
are none wlio are weak if anyone becomes ailing, he is forced 
to retire to some more thickly-peopled place where there is 
less to be earned, but where also a quieter and less strainmg 
hfe IS possible Their earnings are very high if reckoned in 
money , but they have to buy at very high prices, or altogether 
dispense with, many of the comforts and luxuries which they 
would have obtamed freely, or at low pnces, if they had lived 
m more settled places It is however true that many of 
these thmgs aie of but httle real utihty, and can be easily 
foiegone, where no one has them and no one expects them 
As population increases, the best situations being ah"eady 

As time goes mature gives generally less return of 

on though the produce to the margmal effort of the culti- 
mi^shmg Re- ; And this tends a little to lower wages 

^e^^cting agriculture the Law of Increasing 

strongly, Return is constantly contending wuth that of 
Dunmishmg Return, and many of the lands 
w 1C were neglected at hrst, give a generous response to 
caro c tivation, and meanwhile the development of loacls 
?^i and the growth of varied maikets and vaned 

I es, render possible innumerable economies in pro- 
^ actions of the Laws of Increasmg and 
thfi r. ft ^ etum appeal protty weU balanced, sometimes 
the one, sometimes the other. being the stronger There is 
no reason so far why the wages of labour (of I gn en effic^! 
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cncy) should fall For if, taking one thing with another, the 
Law of Production is that of Constant Return, there will he 
no change in the rewaixl to be divided between a dose of 
capital and labour, that is, between capital and labour woik- 
ing togetliei in tiie same proportions as before And, since 
the mte of interest has fallen, the share which capital takes of 
tins stationary joint reward is less than before , and therefore 
the amount of it remaining for labour is greater’ 

Rut 'whether the Law of production of commodities be 
one of Constant Return or not, that of the pro- ^ j jj j. 
ductiou of new title-deeds to land is one of capital be- 
rapidly Diniinisnmg Return The influx of 
foreign iMpital, though perhaps as great as ever, and wages tend 
becomes less in proportion to the population, 
wages are no longer paid largely with commodities borrowed 
fiom the old 'world and this is the chief leason of the sub- 
sequent fall in Real Efliciency wages , that is, m the neces- 
saries, comforts and luxuries of life which can be earned by 
work of a given efficiencj But there are two other causes 
tending to lower average daily "wages measured in money 
The first is, that as the comforts and luxunes of civilization 
increase, the nveiage efliciency of labour is lowered by the 
influx of immigrants of a less sturdy character than the earlier 
settlers And the second is, that many of these new comforts 
and luxunes do not enter directly into money wage, but are 
an addition to it” 

1 Of course tbo nggrcgnte share of capital may haio increased For 
instance, •while labour has doubled capital may have quadrupled, and the rate 
of interest mar be tw o-tbirds of what it ■was and then, though each dose of 
capital gets a lower reward by one third, and Icaies for labour a larger 
share of the joint product of a dose of capital and labour, the aggregate share 
of capital 17111 have nseu in Uio ratio of eight to three Mnch of the argnment 
of 3djr Henry George's Progress and Poverty is vitiated by his havmg over 
looked this distinction 

2 "We took account of them when amvmg at the conclnsion that the action 
of the Law of Increasing Ectnrn Would on the whole countervail that of 
Dimimshmg Ketum and we ought to count them m at their full value when 
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§ 2 The influence "which access to distant markets exerts 
on tlie gro'wth of the National Dividend has been conspicu 
ous in the history of England also 

For moie than a hundiod years she has pursued \nth 
energy those manufacturing industries vhich 
exchanged an increasing Ileturn to increasing capital 

for go^odrthat labour She has exported goods that are 
obey the Law made the more easily, the larger the scale on 
Return ""Inch tliey are produced, in exchange for some 
Law pioduco that could not be easily raised in 
hei o\vn climate, and for some gram and mCiit which she 
could not huAc pioduccd for herself, except by a cultivation 
of her land so intensn e as to call the Law of Diminishmg 
Return stixmgly into operation Poi a long time her cxpoits 
met "With httle elTectuo competition But as the centuiy 
voie on, other nations developed their manufactures, and 

Shehasgrndu- aie no longer able to get in return 

her for, saj , a bale of calico as much of the products 
poly ° backttard countries as before At one tune 
they could get for the cabco nearly as much as 
would have the same cost of production in that backward 
COTntiy os a similai bale , and every miproi ement in England’s 
s 0 manxifacture would haie increased considerably the 
amount of foreign goods she could have brought back m 

and now gains product of a given quantity of 

asfo^' t° ^ labour and capital But now e^ ery im- 

ia concerned provoment in manufactuie spi-eads itself quickly 
iiJ^nts^m’man- Westom Woild, and causes additional 

ufacture ^ of cotton to be offered to backward coun- 

tries at a cheaper and still cheaper rate Those 


epo^^th cxdnRT'^^^^f Many historians have compared "wages t 
been m „^SSfor "bZT 

these things to -which the Law of “atnre of tho case, it is jm 

to become scarce as nonnlation m apphes, and which ten 

misleading in its gener^ eff^t got is one sided an 
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countries gam much, while England herself gams but little 
finm the improvement and the cheapenmg of the manufacture 
of the goods that she sends them 

And she fares even worse with the goods that she sends to 
other manufactuiung countries and especially to America 
The amount of wheat which can be bought m Hhnoxs with a 
ton of steel cannot be moie than the produce of as much 
capital and labour as would make a ton of steel m Ilhnois by 
the new processes, and therefore it has fallen m the same 
proportion as the efficiency of Enghsh and Amencan labour 
m making steel has mcreased It is for this reason, as well 
as because of the heavy tariffs levied on her goods by many 
countries, that m spite of England’s large trade, the piogiess 
of mvention m the manufacturing arts has added less than 
might have been othenvise expected to her real ISTational 
Income or Dividend. 

It is no shglit gam that she can make cheaply clothes 
and furniture and other commodities for her own use but 
those improvements m the arts of manufacture which she 
has shared vuth other nations, have not directly mcreased 
the amount of raw produce which she can obtam from other 
countiies mth the product of a given quantity of her own 
capital and labour Probably more than three-fourths of the 
whole benefit she has derived from the progress of manu- 
facture dunng the present century has been 
tlirough its indirect influences m lowermg the much from the 
cost of transport of men and goods, of water and transport of 
light, of electricity and news , for the dommant vanous idnds 
economic fact of our own age is the development not of 
the Manufacturmg, but of the Transport industnes It 
IS these that are growing most rapidly m aggregate volume 
and m mdividual power, and which are givmg nse to 
most anxious questions as to the tendencies of large capitals 
to turn the forces of economic freedom to the destruction 
of that freedom but, on the other hand, it is they also which 
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hare done by far the most toward"? increasing England’s 
w ealtb 

One effccfe of tins cheapening of transport Im'- boon that, 
while a centur}’ ago the goods which England gained by 
foreign trade were chiefly the luvunes of the well-t<Hlo, they 
now consist largely of bulky commodities and especially wheat 
^ ^ and other kinds of simple food And tlms 
told especially although England’s gams from hei foreign li’ade 
commo^n'food'**^ haio 1)0011 increasing quite m jiro- 

portion to the great increase in its \olurae, the 
additions w Inch it has made to tlio real purchasing }>ow er of 
the wages of the woiking classes hate lieon ^ory' great and 
constantly increasing 

§ 3 The influence, which the improtement of thn means 

Influence of trnnspoit, has c'certod in this 

proBress on the direction, lias been aided bi two creat cliangos. 
of some leading •*■110 lirst IS tlio ndr>ption of Free Trade in the 
v°™gra?n,'** ^nddlo of tins century , and the second is the 
subsequent dot olopment of the JIississippi tTilley 
and the Far West of Amencn, w Inch arc especially suited for 
growing the gram and the meat, that constitute the chief 
food of the English w oi king man 

The only p,irt.s of America that were thickly' peopled fllfy 
years ago were ill suited for grow mg wheat, and the cost of 
canying it great distances by' land was prohibitne Tlie 
labour t alue of wheat— that is the amount of labour w Inch w ill 
purchase a peck of wheat — was then at its highest jxiint, and 
now IS at its lowest It would appear that agncultural A\ageK 
haao been generally below a peck of wheat a day, but that 
in the first half of the eighteenth contun they weie about v 
peck, in the fifteenth a pock and a half or perhaps a little 
more, while now they are two or thieo pecks’ 


takeu^tWaet^AS ’’’chcr but bo sooms to bare 

ol tbe ivbole In tlio •»« i ns representatoe 

Whole In tbe Middlo Ages, even after a fairly good harvest, the 
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It IS true that, "where population is very sparse, nature 
supphes grass and therefore animal food almost 
giatis, and in South America beggars pursue 
their calhng on horseback. During the Uliddle Ages howevei 
the population of England was always dense enough to give 
a considerable labour value to meat, though it vas of poor 
quahty* A century ago very httle meat was eaten by the 
working classes , while now, though its pnce is a httle higher 
than it was then, they probably consume more of it, on the 
aveiage, than at any other time in English history 

Turning next to the rent of house room, we find that 
ground-rents m towns have risen, both extensively 
and intensively Foi an increasmg part of the 
population 13 living in houses on which ground-rents at an 
uiban scale have to be paid, and that scale is rising But 
house lent proper, that is what remains of the total lent after 
deducting the full rental value of the giound, is probably 
little, if at aU, higher than at any previous tune for similar 
accommodation , for the rate of profits on the tumovei w’hich 
IS earned by capital engaged in building is now low, and the 
labour cost of building materials has not much altered And 
it must be remembered that those who pay the high town 
rents get in return the amusements and other advantages of 
modem town hfe, wdiich many of them would not be woUing 
to foi ego •for the sake of a much greater gam than then total 
rent 


wlieat was of n lower quality than the ordinary wheat of to day , while after 
a bad honest much of it uas so mnsty that now-a-days it would not be eaten 
at all, and the wheat seldom became bread without paymg a high monopoly 
choTffe to the rnfll belonging to the lord of the manor 

1 For cattle, though only about a fifth as heavy as now, had very large 
frames their flesh was chiefly in those parts from which the coarsest jomts 
come , and since they were nearly starved in the wmter and fed np qmckly on 
the summer grass, the meat contamed a large percentage of water, and lost a 
great part of its weight in coohing At the end of the summer they were 
slaughtered and salted and salt was dear Even the well to-do scarcely 
tasted fresh meat dunng the winter 
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Tlio lalnnir a’JiIuc of vockI, though luuor than at the 
hoginning of Iho cciitur), i<; higher tliau in tho Shflcllc j\ges' 
hut that of mud, himk or •stone AraU-? has not much changotl, 
Avlnlo that of iron — to •yiy nothing of glai-'? — hn^- fallen much 
And indeed the popular liehef that houae icni proper Ims 
nssen, appears to bo due to an imperfect acquaintanco wth 
the way in which our forcfathci's were really housed The 
modem suburban artisan’s cottage contains sleeping accoiu 
modation far supenor to that of the gentry in the Middle 
Ages, and the working classes bad then no other IkkIr tlinn 
loose straw, reeking wnth vcnnin, and lesting on damp mud 
floors But oaen those were probably h^s unw holesonio, 
Avhen hare and shared betw cen human beings and ha e stock, 
than when an attempt at rospectabihtj covered them watli 
laishes, which wore nearK always mIo with long accumulated 
lefuso It IS undeniable that the housing of tho aoiy poorest 
classes m our towns now is dcstruclne both of bod) and 
soul and that with our present knowledge and resources ‘'vo 
have neither cause nor excuse for allowing it to continue. 
And it is true that m earlier times bad housing was in so far 
a less e\il than noA\, as those who were badly hoiLScd by night 
had abundant fresh air by day But a long senes of records, 
ending wnth tho cAndenco of Txird Shafteshurj and others 
before the recent Commission on the Housing of tlio Poor, 
estabhshes the fact that all tlio horrors of the Avorst dens of 
modem London had their counterpart in w orse horrors of the 
alls of the loAvest stratum of sociot> in eAcry preAious age. 
Puel, like grass, is often a free gift of nature to a sparse 
fuel, population, and dunng tho Middle Ages tho 
could generally, though not always, get 
the httle brashwood fire needed to keep tlmm warm as they 
huddled together round it m Imts Avlucb bad no chimney 
irougb winch the heat could go to Avastc But as population 
increased the scarcity of fuel pressed heavily on the working 
classes, and would have arrested England’s progress altogether, 
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Iiad not coal been leady to take tbe place of wood as fuel for 
domestic purposes, as well as for smelting non It is now so 
cheap that even the comparatively poor can keep themselves 
warm indooi's ^vlthout Imng in an unwholesome and stupefy- 
ing atmosphere 

Tins IS one of the great services that coal has wrought 
for modem civilization Another is to piovide 
cheap under -clothing, without which cleanhness 
IS impossible for the masses of the people in a cold chmate 
and that is peihaps the chief of the benefits that England has 
gained from the direct apphcation of machineiy to making 
commodities for her own use Anothei, and not less im- 
portant service, is to piovide abundant water, 
even in large towns’, and another to supply, 
vnth the aid of mmeral oil, that cheap and artificial hght 
which IS needed not only for some of man’s work, 
but, what IS of highei moment, for the good use of 
his evening leisure To this group of requisites foi a civihzed 
life, derived from coal on the one hand, and modem means of 
transport on the other, we must add, as has just been noticed, 
the cheap and thorough means of communication news and 
of news and thought by steam-presses, by steam- navel 
earned letter's and steam-made facthties for travel 

§ 4 "We have seen that the National Dividend is at 
once the aggregate net product of, and the sole inSaence 

source of payment for, all the agents of pro- of progrcBs on 
, , , , ^ 1 I the values of 

duction withm the coimtry , that the laiger it is, the chief a- 

the larger, other thmgs being equal, wiU be the 

share of each agent of production, and that an 

increase in the supply of any agent will generally lower its 

pnee, to the benefit of other agents 


f Fnnutive apphonces will bring water from lugb ground to a few pnbbc 
fountains but the omnipresent water supply winch both m its coming and its 
gomg performs essential services for cleanhness and samtation, would be im- 
possible without coal driven steam pumps and cool made iron pipes 
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This general pnnciple is specially applicable to tlie case 
it has some- 0^ -Aji increase in the amount or pro- 

the'V^ue ""f of the land that supphes any market 

English agri- Tcdounds in tho first instance to the benefit of 
cultural land, capitalists and "workers "who are in pos- 

session of other agents of production for the same market 
And the influence on values "which has been exerted in the 
modern age by the ne'w means of transport is nowhere so 
conspicuous as in the history of land , its \ alue rises "with 
every improvement in its communications "with markets in 
"winch its produce can be sold, and its \ alue falls "with ei cry 
new access to its ovti markets of produce from more distant 
places 

But anything that promotes the piospenty of tho people 
r promotes also m the long run that of the land- 
cultural and -loras ot the SOU It is true that English I'en'ts 
tekento'gether when, at the beginning of this 

century, a senes of bad harvests struck doira a 
people that could not import their food , but a nse so caused 
could not from the nature of the case have gone "s ery much 
further And the adoption of free trade m com in the middle 
of the century, followed by the expansion of Amencan wheat- ~ 
fields, IS rapidly raismg the real value of the land uiban and 
rural taken together , that is, it is raismg the amount of the 
necessanes, comforts and luxunes of life which can be pur- 

c Med by the aggregate rental of all the lando"wners uiban 
and rural taken together' 


1795 agnculW (money) rent of England doubled between 

itenSli hr a tlnrd till 1822 , after that tune it has been 

aW 30 ion« m rn’l o its highest It was 

""ther greater than the rent of 
the expansion of ivmnlnf” ^ estunate the full gain of the landlords from 
"Fulues ot the land geaernl progress, we mnst reckon in the 

all together. ie moLy“o7ET^^^ 

y England s soil ig probably twice as bigbf and 
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r». Poli(ic”il Anthmotic may bo said to liavo begun in 
J'-n^Iaml in tlio ‘•in onteontb century ; and from 
that turn' omvnnl*^ no fmd n const int and ncnily 
‘-tiwU uicrcm-o in ibo mnounl of accumulnted “^ppij of 
'ucabJi por head of t)to population capital. 

Tht>> inm-uso of njutal per bend tcndeil to diraimsh its 
umyginnj \UlUt^,nnd tben'forctbo rate of intore>;t nndhaslower- 
on new iinintments but not uniformly, because proper- 

It ^ , donate though 

tfit'fo Vtorc inennr.inie great, \nnations in the not its total in - 

detnantl for e-vpitnl, InUb foi political and militnr)' 

nod tor indusinid purpobcc Thus ibo nile of inteiast wbicli 

wjj’i Mimioh refniridl to bo 10 j>er cent during a great part 

of the ituldlo Age*’, bad sunk to .“t per cent m the earlier 

half of the embtecjitb centurj , but the immense mdustnal 

nnd jtolulcnl demand tor capital raised it again, and it iros 

ndnliioli high during the great uar It fell ns soon as the 

pditical dmm bud ceased , but it rose again in the middle of 

thi'J century, uhon i-aihuivt, and the dc\oloiuncnt of the 

Western States of Anierna and of Au^tntha made a great 

non demand for cajntal Tlieso new demands have not 

'■lackeiuHl , hut tlie rate of interest is again falling fast, in 

ccmsequenco of the great recent accumulations of wealth ui 

Ungband, on the Continent, nnd nboio nil in Amcncn 

t; G The growth of general enlightenment and of a sense 
of jae'jKmsibihty toMaitls (he young has turned ^ is re 

great deal of the increasing i,\c.alth of the nation lanve fail in 
from investment as ^Material capital to imest- 
nient as Personal capital There has resulted a 
Inrgcl}' incre.iscil supply of trained nbihties, winch has much 
incrcaseil tlio National Divadend, and raised the average 
income of the whole people but it has taken away from these 

its Real mitnl Uirefl or four limta ns high, ns it -wns vlion tho corn lavra vero 
rojHralcil 

Progrew nmv lower the value of tho appliaucoa of production, when this 
can l>c SI jeimteii from tbnt of their sites, but not of sucli things ns milvraya, 
when tht value of their mtes is reckoned in See Prttictjrlas YI xn 7 
M 22 
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trained abilities much of that scarcity value ivhich they us»d 
to possess, and has lowered their earnings not indeed absolute- 
ly, but relatively to the general advance , and it has caused 
many occupations, which not long ago were accounted skilled, 
and which are still spoken of as skilled, to rank ■mth unskilled 
labour as regards ivages. 

A striking instance is that of writing It is true that 
many lands of office work require a rare combination of high 
mental and moral qualities , but almost any one can be easily 
taught to do the work of a copying clerk, and probably there 
will soon be few men or vomen in England who cannot write 
fairly well When all can wnte, the work of copying, which 
used to earn higher wages than almost any kind of manual 
labour, will rank among unskilled trades ' 

Agam, a new' branch of industry' is often difficult simply 
Eaminga in IS unfamiliar , and men of great force 

old and fami- und skill are required to do work, which can be 
cupa^tions^end Ordinary capacity or even by 

children, when the track has once 
new been well beaten its wages are high at hrst, 

but they fall as it becomes famihar And this 
has caused the nse of average wages to be underrated, because 
it so happens that many of the statistics, which seem typical- 
of general movements of wages, are taken from trades which 
were comparatively new a generation or two ago, and are 
now within the grasp of men of much less real abihty than 
those who pioneered the way for them* 


tetter -naid tlmn artison work edncato n man more, an3 will be 

nor resoonsibilitr ^ ^ ^ derk’s work which call for neither jndgtnent 
his son 13 to hn^ inm ’ thing that an attisan can do for 

that he maT ^ ttoronghly the work that hes at his hand, so 

that bear nnon it nfid m ^ ™®<^tanical, chemical or other ecienhfio imnciples 
niav be made in if Tf n ^ enter into the spirit of any new improvement that 
IS far more likelv to nie prove to have good natural ahihties, he 

artisan than from the de^k of^ “ 
* Comp Book w Ch vn l, 2, and Ch ix. especially § 3 As the trade 
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Tl)'’ conv(yjuonro of t?uch clmugcs ns those is to increase 
<h‘' immlx'r of tho'-e cmplo>rcl in occupations Avhicli are 
sktlirtlj Nvhcdu'r the teiin is now properly applied or 
lau unci this constant increase in the uuinhci's of n Drivel’s in 
the hii'her classes of trades has caused the average of all 
lalf-nir to me much fastei than the average of representative 
V ages ju each tndi*' 

In the iniddlo ages, though some men of great ahihty 
remained artisans nil their lives, and became aitists^ jet as 
a • buss t)u‘ niiKuis ranlvcd moro nearly with the 
nnsl.ilh'd Inlwuirerb than they do now At the w^ges”* 
Ijf^nniiing of the nen imlustnal era a hundred 
VMr< ni:o the artisans had lost much of their old artistic 
triduions and had not vet acquired that technical command 
in 01 iheir nistrumentSj that teriaint) and facihtv in the exact 
tH'rfoniinnce of difTicult tasks v^hich liolong to tlio modem 
skiSIt"! artisan; and observers earlj in this centuty were 
struck hj the social gulf that was being opened out in their 

j i^jT-orcjnciUs in imcliinwr are siiro to lifiliten tbo Btrnmof nc 

c'/'ii)j*ljqiir(r nnv ts^t , omi tliortforo to loaor task wngos rapidly Bnt 
r <r nn liDt Uio pvco of tlic MBcltinorr, anti tlio qnatil ity of it put under tho clmrgo 
of rich 'wori or.irmy iw inerrn-od so much that Uio total strain involvrd ul tho 
tiBX K work i*! pirutor than Wfore On this subject employers and emploTcd 
fmjTanUy difltr It is for iuHtonco certain tlmt Tnno wngts lia\o risen m the 
S'llflt fndi“s; hut tho cmployi’fi ft\er, in rniitrndiclion to tlio employers, that 
the strain imiM^cd on thiin has inercised more than in proportion, tliatis, 
'int Efncifiier tvagis have fallen In this controversy wages have been 
e^lauMtd in monty, hut xvlitn account is taken of tho increase in tho 
ptiraiiasing power of raonej tlicre is no doubt that Beal Efficiency- wages have 
riK'-n 

> Tliis luav l>c made clearer hv an example If there are 600 men in grade 
A f-aning 1 Is a week *100 in grade B taming and 100 m grade G caniiug 
lOf iht av I rage wages of the 1000 iiien are ‘ 20 t If after a time 800 from grade 
A ban pivusl on to grade B, and SOO from grade B to grade C, llio wages in 
foeh gndo rejiininnig stationary, then tho average wages of tho whole 
themvand lutii will ho ahont i 28 s hd And even if tho rate of wages in each 
gradt had mcmwhtio fallen 10 per cent , tho nvonigc wages of all wonld still 
be al)OUt 2 j< fsf , that is w ould have risen moro than 25 per cent Neglect 
of snclj facts as these, ns Mr GifTon has pointed out, is apt to cause great 
errors 


22—2 



340 


BOOK YL cn XII. 0, 7. 


owu generation LetMcen fclio artisan and tlio unskiUcfl labourer 
Tins social clmngo was n consoqucnco imrlh of 

rose relntlvely p i , t 

to those of un- thc mcreaso of tlic wngi's of the artisan, which 

nt'th^^beEin*-'^ about doiiblo lho'!0 of tlie unskilkd 

nine of the lalxiurcr , and parlh of the same cause that 
century seciircfl Iniii Ills Ingh is ages, tliat is the groat 

increase in the demand for highh skdhd laliour, cspeciall) in 
the metal trades, and the consequent nijiid absorption of thc 
strongest characters among the hilwutt re and their children 
into the ranks of thc artisans, for the breaking down, jusc 
at that time, of the old ( xelusnencss of tlio artisans, Imd made 
them less than before an anstocracj by birth and more than 
but now that aristocnicj by -wortli But about a 

ve^'^d'^^ gcncnition igo, as has just hern explained, some 
of the simpler fonns of skillfxl trades licgan to 
lose their scarcity \alue, ns their no\elt} wore olT, and at the 
same time continually nicrcnsiiig demands Ijognn to bo made 
on the abihty of those in some trades, that am trnditionallj 
ranked as unskilled The nnnj for instniico, and cicn the 
agricultural labourei, hate often to bo trusted with expensfie 
and complicated inaclunory, which a bttlo while ago was 
thought to belong onlj to the skilled ti-ades, and the Beal 
wages of these two represcntntii o occupations are nsmg 
fast' 

Agam, there are some skilled and rasjionsible occupations, 
such as those of the head heaters and rollers in iron works, 
which require grcuit phjsical strength, and imolvo much 
discomfort and in them wages arc cerj* high For thc 

,t ,» ngncaltnml Inbourcn, 'uonld Ih, more sinking tlwn 

of thfi nhl^ t 1 modem iiotiuiiB to ngncnllnral distncts ennso mnnv 

In 'i^ “ tho railimy or tlm 

PerhttTiH^ltnrA policemen, or to act ns carters or porters In towns 

economic TirArr^n ^^ngor eMdenco of llio benefits of modem ctlncaUou anti 
ESaSn'l bdand in tlio fields, 
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temper of the age makes those who can do high class woik, 
and can earn good wages easily, refuse to undergo hardship, 
except for a very high reward 

§ 7 Wo may next consider the changes in the relative 
^^ages of old and young men, of women and children 

The conditions of industry change so fast that long expe- 


iienco is in some trades almost a disadvantage, 
and m many it is of far less value than a quick- 
ness in taking liold of new ideas and adapting 
one’s habits to new conditions In these trades 


There is a re- 
lative fall in 
the wages of 
elderly men , 


an elderly man finds it difficult to get employment except 
when trade is brisk, at all events if he is a member of a 
union which will not allow him to work for less than the full 


wages of the district In any case he is likely to earn less 
after he is fifty years old than before he is thiity , and the 
knowledge of this is tempting artisans to follow the example 
of unskilled labouiers, whose natural inchnation to mairy 
eaily has always been encouraged by the desire that their 
family expenses may begin to fall off before their own wages 
begin to shrink Trades-unions are afraid that abuses might 
creep in if they allowed men “vnth grey hairs” to compete 
for employment at less than full wages but many of them 
are coming to see that it is to their owm interest, as it 
certainly is to that of the community, that such men should 
not be forced to be idle 

A second and even more injunous tendency of the same 
land is that of the wages of children to nse ^ 
relatively to those of their parents Machinery the wages of 
has displaced many men, but not many boys , ^ 

the customary restnctions which excluded them from some 
trades are giving way, and these changes, together with the 
spread of education, while domg good m almost eveiy other 
direction, are doing harm in this that they are enablmg boys, 
and even girls, to set their parents at defiance and stai-t m 
life on their own account 
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Tlie wages of women are foi similar reasons rising fast 
^ , relatively to those of men And this is a great 

and of women ^ -r i -i i 

gam m eo far as it tends to de\elop their 
faculties , but an injurj in so far ns it tempts them to neglect - 
their dut} of building up a true home, and of iniesting their 
efforts in the Personal capital of iheir children’s character and 
abilities 


§ 8 The relatnc fall m the incomes to be earned h\ 
raodei-ate abilit}, hoveiei cart'fullj tnuned, is 
of' exception^ accentuated by the use in those that are obtained 
genius arc rin- ijy many men of extmordmar) ability There 
neior vas a time at vlnch moderately good oil 
jmmtings sold more cheaply than now, and there neierwasa 
time at which first-rate paintings sold so dearh A business 
man of aaerngo abilitj and aaernge good fortune gets now a 
lower rate of profits on his capital tban at any previous time, 
while }ot the operations, in which a man e\ceptionally 
favoured by genius nnd good luck can take part, are so 
e\toiLsue as to enable him to amass a huge foitune with a 
rapidity hitherto unknown 


The causes of this change are clncfiy taio, firsth, the 
general gi-ow'th of w ealth , and secondly, the 
two causes ueveiopnient of noA\ facilities for coinmumcatioBy 

by which men, who haae once attained a com- 
manding position, are enabled to applj their construct!! c or 
speculatiae genius to undertakings i aster, and extendin g oier 
a w ider area, than ov er before 


It is the first cause, almost alone, that enables some bar- 

aL'1i‘.?ost°a! ^ command lery high fees, for a rich 

lone on profes- !vhoso reputation, or fortune, or both, are 

comes!“' scarcely count any price too high to 

secure the services of the best man ho can get 
and It IS this agam that enables jockeys and painters and 
mu^cians of exceptional ability to get very high prices In 
all these occupations the highest incomes earned m our own 
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C'nrntion nir Iho liighcst that (ho \\orhl ha*? yet seon But 
hni^ a*? t)u* mmibor of ppi‘<?ons vho can be roached by a 
buJnan \oice i*? stnotly luniterl, it i*? not Acty like!} that any 
‘'UK'*'? ".>11 inako an mhauco on iheiilO.OOOj mucI to have been 

o. annd >n u b) IMn? Bilhngton at (ho beginning of this 

cvntttin. nearly aa ;rrea( os that whicli the business leaders 
of llic pre't nt gcnomtion l>n\e made on those of the last 

r<*r the tv .0 causes haao co-opemt od to jiut enormous 

p. Acer and ivi^allh in the hands of those business 

nun of our own generation a\ho haao had lirst- re- 

Ml'* and Imio been fn\»urc<l b\ fortune to b«si- 

« . ^ , ness Incomes 

1 in** 1 ** iiio'«t conspicuous in America, uliei-c 
Mnt'rvl men ttlio began hfo jmoi, ha\e amassed more than 
XI 0,000,000 each It is true that a great pait of these gams 
hat c tsmie, m suino cases, from tho u recks of the nt al 
»p"siilators who hud heen woritetl in the mce But inothei*s, 
as fur Instaiue, ihii of tho late i^tr Vuudcihilt, the^ were 
i irii'sl inainK b\ the sujnx'mo cconomi/mg force of a great 
innslruetitc genius tv m king at a new and large problem tnth 
a fits’ hand and Mr Vanderbilt probabh sated to the people 
of th> Umtnl Stalls more than ho aeoumulated himself 

^ •' But these foi tunes aio exteptioiml The diffusion 
of knotvlnlga’, the imjirotemont of education, the progress js fast 
gniv th of jinident Imhits among the masses of improving the 
the people, and the opportunitie** tv Inch the new the great bod> 
method*' of husinoss oflcr for the safe mtestinout of Uve working 

ciasses 

of btnaU — all those foi*ces are telling on 

the side of the j>oon‘r classes as a whole i*elatitel^ to the 
nt her 1 he returns of the income tax and tho house tax, the 
stvtistics t>f consumption of corainoditics, the records of 
ralanes p,aid to the higher and tho lower ranks of servants 
of Oot eminent and public companies, tend m the same 
flm’ctioii, and indicate that middle class incomes are in- 
creasing faster than those of the nch , that the earnings of 
aitlsans are increasing faster than those of the professional 
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classes, and that the wages of healthy and Angorous unshdled 
labourers arc mcreasmg faster even than those of the aA erago 
artisan’ 

It must be admitted that a nso in Avugcs a\ onld lose part 
The incon- of its benefit, if it Avcro accompanied by an in 
^ymentin"' spent 111 enforced idleness, 

modem In- Inconstancy of eniplopnent is a great oaiI, and 
to^^ewiBg^- rightly attracts public attention But soveml 
causes combine to make it appear to bo greater 
than it 1 eally is 

VtTion a largo factory goes on half time, rumour bmits 
the neA\s OA'or the as hole neighbourhootl, and perhaps the 
newspapers spread it all over the coiintrj' But few people 
knoAv when an independent Aiorkman, or oAen a small em 
ployer, gets onlj' a fcAv days’ A\oik in a month, and in conse- 
quence whatcA'ci suspensions of industry there are in modern 
times, are apt to seem more important tlian they are rclatiAcly 
to those of earlier times In earlier times some labourois 
Avere hired by the year but they Aiero not free, and wcio 
kept to their A\ork by personal chastisement There is no 
good cause for thmkmg that the mediicAal artisan had con- 
stant employment And the most pei-sistently inconstant 
employment noAv to bo found in Europe is in those non- 
agricultui-al mdustnes of the West Aihich are most ncaily" 
medieval in their methods, and in those industries of Eastern 

and Southern Europe in Avhich medueial tmditions are 
strongest 

In many directions there is a steady increase in the pix>- 
portion of employ«5s who are practically hired by the yeai 

^ coautnes, oafl 

^ ^ Beanl.ea-s 

conditions 1881 Mr An A unc moindre tncf/ahlS des 

Statistical Society m 

80 do tlie Tory careM and Oie same way, and above all 

MrGlSenmWspriAateanJtohisofflmal'J^J^cK 
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TJiis i' lor the gcnml rnlo m many of those trades 

te<l 'vnth Tr:iu'^p<'>rt >\lucli aro gIX)^^lng faste‘?t, and arc 
tljo rt'pre'-entatuc uidiislrie,^ of the second half of the nine- 
ti'^mh crniun% ns the mamifnctunng trades ^\o^o of tho first 
half. .Vnd tliongh xho mptdd^ of invention, the fickleness 
of fn>-hit>n, and nhmo nil the instability of Credit, do certainly 
inm^lmv dii-tinbimr elements into modern mdustiy, yet, ns 
V*' iilmll scH* pre.venth, oth«*r influences are working strongly 
in tln' direction and there seems to be no good 

rr'T-<in for tbinking tlmt inoonstancv of crnploiment is m- 
ojs' nm: on tlm ivhole 

^Ve hn^e not jet rt'sclu d the st^ige at winch wo can 
]\'o?fjtablv studj eitlier the general innucnco of economic pro- 
on human wcll-lieing, or the policy bj which that 
jlilhii m e nmj la’st be diri'cted 3bit one special aspect of 
tins study, legarding the corn'lntcd standards of life and 
work, has so intimate a connection with the subjects of this 
<liapter. that sometlnng umv with ndiantago 1)C said about 
It Isfon' (losing this \olumc and it may consomcntly bo 
combined ^sith a short studj of trule-unions and especially 
the lulluence on progress exerted hj the " Common Rule” 
of trade nmou netiou 
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CHAPTER XIII 

I’JIOGRESS IN RELATION TO STANDARDS OF LTtE 

§ 1 Let us be;^iu h} pamuing a htUo further the line of 
ActiviUesand thouglit Oil M Inch We stnrtetl m Book HI, when 
wants considering wants in relation to actmtie'< Tv'e 

there saw reasons for thinking that the true ke^-noto of 
economic progress is the dotclopment of new activities rather 
than of new wants , and we may now make some stud^ of a 
question that is of special iirgenc> m our owm generation, 
"what IS tlie connection between changes m the manner 
of Imng and the rate of earnings, liow far is eithei to be 
legarded as the cause of the other, and liow far as tlie effect 1 
TIio term the standard of Ixfc is here taken to mean the 
standaid of actnitics .idjusted to wants Thus 
a rise in the standard of life implies an increase 
of intelligence and energy and self-respect, leading 
to more care and judgment in expenditure, and 
to an avoidance of food and drink that grntifi 
the appetite but afford no stiength, and of ways 
of Inmg that are unwholesome phj sically and morally A nso 
in the standard of life for the whole population wall much 
mcrease the national dividend, and the share of it which 
accrues to each grade and to each trade A rise m the 

trade or grade wall raise their 
e ciency and therefore their own real w ages it wull increase 
the national dividend a little, and it Anil enable othera to 

o am t leir assistance at a cost somewhat less in proportion 
to its efficiency 


Bj the 
standard of 
life we mean 
the standard 
of activities 
adjusted to 
wants 
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I^ut luanj writers havo spokon of the influence exerted 
oil wages by a use, not in the standard of lije, but in that of 
romfo) t j — a term tliat may suggest a mere increase of ai h- 
licial 'wants, among winch perliaps the grosser wants may 
predominate It is true that overj broad improvement in the 
standntrl of comfort is likely to bring mth it a better mannei 
of linng, and to open the way to now and lugher actmties, 
while people who have liitheito had neither the necessanes 
nor the decencies of life, can hardly fail to get some increase 
of Yifaht} and cneigy from an increase of comfort, however 
gross and matenal the i lew which they may take of it. Thus 
ft use in tile standard of comfort "will probably invohe some 
rise in the standard of life , and, in so far ns tins is the case, 
it tends to increase the national dividend and to improve the 
condition of the people 

Some wnteie lioweier ot our own and of earlier times 
ha\e gone further than this, and have imphed that a mere 
increase of wants tends to raise wages But the only direct 
eflect of an inci'case of wants is to make people more miserable 
than before And if wo put aside its possible indirect effect 
m met casing actnifcics, and otherwise laising the standard 
of life, It can raise wages only by diminishing the suppb 
of labour It will be wmll to go into this matter more 
closel} 

^2 It has already been noted that if population increased 
in high geometrical progression uninterruptedly 
for many generations together in a country winch ^vhich under- 
could not import food easily, then the total pro- wages 
duce of laboui and capital, working on the 
resouices provided by nature, would barely co'ver the cost 
of rearing and training each generation as it came this 
would be true even if we supposed that nearly the whole of 
the national dividend went to labour, scarcely any share being 
allotted the capitalist or landownei ‘ If the allowance fell 
1 Seo 71 n 2, 8, also IV iv and r , and VI n 
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below that level, the rate of increase of the population must 
necessarily shrink , unless indeed the t\.pen«cs of their nurture 
and reanng were curtailed, witli a resulting lowering of 
efiicienc}, and therefore of the national dividend, and there- 
fore of earnings 

But m fact the chock to tho rapid grow th of population 


A rise in the 
standard of 
comfort mleht 
raise wapea n 
little under 
certain con- 
ditions, 


■ft ould prohibly come earlier, Ijccauso tho popula- 
tion at lar"o would not be lil eh to limit its 

O m 

consumption to bare necessaries some part of 
tlic family income would almost certainly bo 
spent on gratifications winch contributed hut 
little to the maintenance of life and efhciency 


Tliat 18 to say, the mamlonance of a standard of comfort, 


raised moic or less aboic that which was necessary for hfo 
and cflicioncy, would necessarily iinoho a check to tho growth 
of population at a ratlior earlier stage tlian would haao been 
reached if family expenditure had been directed on tho same 
principles as is tho expenditure on tho nurture and training of 
horses or slai es This analogy reaches further 

Three necessaries for full ofiicienci' — hope, freedom and 
change’ — cannot oasilj lie brought within the slave’s reach 
But os a rule the slirowd sla^c-ownor goes to some trouble and 
expense to pnimoto rough musical and other entertainments, 
on the same principle that he prondos medicines* for ex- 
perience shows that inelancliol)* in a slave is ns wasteful as 
disease, or ns cinders that clog tho furnace of a boiler Now 
if the standard of comfort of tho slai es w cm to rise in such 
a way that neither punishment nor the fear of death would 
make them work unless proxuded xvith expensive comforts and 
e\en luxuries, they would get those comforts and luxuries, 
or else they would disappear, m the same way na would a 
breed of horses that did not earn their keep And if it were 
true that the real wages of labour were forced down chiefly 
y e c ty of obtaining food, os was in fact the case in 


’ Beo rv V 4 
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England a ImndrecI 3 curs ago, then indeed the^vorking classes 
might roHoio thomsehcs from the pressure of Dirainislnng 
Eetiirn by reducing their numbers 

Eut thoj’ cannot do so noiv, because there is no such 
pressure The opening of England’s ports, in but not in 
IS-} 6, was one among many causes of the England now 
dovelopincnt ot railways connecting the vast agricultural 
lands of North and South America and Austraha -vnth the 
sea Wheat growni under the most advantageous circum- 
Etances is brought to the English working man in sufficient 
quantities for his family at a total cost equal to but a small 
part of his wages An increase in numbers gives many new 
opportunities for mcreascd efficiency of labour and capital 
working together to meet men’s wants, and thus may raise 
w ages in one direction as much as it lowers them in anothei , 
provided only the stock of capital required for the new de- 
olopments increases fast enough Of course the Englishman 
is not unafficcted b}' the law of dimmishing return he cannot 
cam his food w ith as little labour as if he were near spacious 
^•lrgln praines But its cost to him, bemg now governed 
mainly by the supplies which come from new countnes, 
would not ho gi-catly affected either by an mcreaso or by a 
dimmution in the population of this country If he can 
make his laboui more efficient in producmg things w'hich 
can bo exchanged for imported food, then he wall get his 
food at less real cost to himself, wdiether the population of 
England grows fast or not 

When the wheat^fields of the world are worked at their 
full power, or e\en carhci, if the free entry of food into 
England’s ports should cs er be obstructed , then indeed an 
increase of her population may lower wages, or at all events 
check the nse that would otherwise have come from the 
continued improvement in the arts of production and, in 
such a case a lose in the standard of comfort may raise 
wages merely by stinting the growth of numbers 
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But, while the prcBcnt good fortune of abundant nnportod 
Contrast be- attends on the English people, a rise m their 

tween changes standard of conifort could not incieaso their 

in numbers 

and in average wages, mcrcly uv its action on their numbers, 
activities. further if it "weio obtnmed hy measures 

which forced down the rate of profits on capital even further 
belotv the lc\el, ^\hlch can be got m counines tvhich hale 
a greatei power of alisorhing capital than England lias, it 
might both check accumulation in England, and hasten the 
exportation of capitil and in that case wages in England 
■would fall both absolutely, and relatnely to the rest of the 
world If on the other hand a rise in the standard of comfort 
went together wnth a great increase in efficiency, then — 
whether it were accompanied by an increase in numbei’s or 
not. it would enlarge the national dnadond lelatiicly to 
population, and establish a rise of real wages on. an enduring 
basis 

Thus a diminution by one-tenth of the numlier of w’orkers, 
each doing as much work as before, would not matennlly raise 
wages, and therefore a diminution by one-tenth m the amount 
of work done by each, the number lemaining unchanged, 
would lower wages m general by one-tenth 

This argument is of course consistent with the belief that 
Dependence compact group of workcrs call for a time rai^e 
efficiency°" f'beir ages at the expense of the rest of the 
community by making their labour scarce But 
^ich strategy seldom succeeds for more than a sliort time 
How eier strong the anti-social obstacles whicli they erect 
against tho^ who would like a share of their gams, mter- 
Jopei-3 hnd their way m , some oier the obstacles, some under 
through them Meanwlule m-vention is set 

r other place, 

to hL ^hich the compact group thought 

to them, new thmge .re .nvented .nd btonght into general 
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use, satisfy nearly the same wants, and yet make no 

use of their labour Thus after a while those, who have 
stincn to make a shrewd use of monopoly, are apt to find 
iheir numliers swollen rather than reduced, while the total 
demand for then labour has shrunk and then their wages 
will fall hca\nly 

Thcvo are indeed some groups of workers which are fiee 
from ono of the chief of these dangers If the numbers of the 
lowest paid groups shrink, scarcity may tend to raise their 
wages without attracting many interlopers But more on 
that point n little later 

§ 3 . Let ns then look away from standards of comfort 
01 wants, and considei rather standards of life 
and nctmlies in relation to standards of earnings activiues in 
Let us inquue how changes in activity affect 
wago-s, haMng in view all the many forms wdiich 
sucli a change may assume, but adhenng, for tlie sake of 
dciinitencss, througliout the discussion to that particular mode 
of stnndnrdmng nctmtj wdiich is simplest and most easily 
applied, xi7 a regulation of the hours of Inboui 

Tlie mnucnce wdiich the standard hours of wwk exert on 
economic actmties, is paitially obscured by the wear- 

fact that the earnings of a human being are and-tcaraptto 

_ ^ » be underrated 

commonly counted qro’fs , no special reckoning 
being made for his w ear-and-tear, of which indeed he is 
himself often rather careless Further, very little account 
IS t.aken of the onl effects of the overwork of men on the 
well-being of the rext generation, although the houis of 
laboui of children aie regulated by the law in their own 
intoicsts, and tliose of w'omen in the interests of their 
families 

When the hours and the general conditions of labour are 
such as to cause great wear-and-tcar of body oi mind or both, 
and to lead to a low standard of living , when tliere has been 
a w'aiit of that leisure, rest and repose, which are among the 
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necessaries for efficiency , tlieu the labour lias been evtraw 
gunt from the point of view of society ui large, just ns it 
would be extravagant on tho part of Iho indiMdual capitalist 
to keep Ins horses or singes ovenvorked or underfed In such 
a cose a moderate diminution of tho hours of labour would 
diminish the national dividend only temporarily ' for as soon 
as the impro\ed standard of life had liad time to evert its 
full effect on tho efficiency of the workers, their increased 
energy, intelligence and force of character would enable them 
to do as much as before in less time, and thus, even from 
the pomt of "now of material production, there would lie no 
ultimate loss any' more than tliere would lie in sending a sick 
workei into hospital to get his strength renoimted And, 
since material wealth exists for the sake of man, and not 
man for the sake of inatenal wealth, tho replacement of in- 
efficient and stunted human Incs by more efficient and fnllor 
hves would bo a gam of a higher order than any tempomty 
material loss that might haie licen occasioned on tho way 
This argument assumes that the new' rest and leisure raise 
the standard of life And such a result is almost certain to 
follow m the extreme cases of overwork winch we have been 
now considering , for in them a mere lessoning of tension is 
a necessary condition for taking the first step upwards The 
lowest grade of honest workers seldom work very' hard But 
they hav e little stamina , and many of them are so ov'cr- 
strained that they miglit probably, after a time, do as much 
in a shorter day as they' now do in a long one 

Again there are some branches of industry' which at 
Economy of present turn to account expensiv e plant dunng 

?nsomVt?15:« a day, and in winch tho 

gradual mtroduction of two shifts of eight hours, 
or even e^, wonld be a gam The change would need to be 
in uce gradunUy , for there is not enough skilled labour in 
xis nee to allow such a plan to be adopted at once in all the 
workshops and factories for winch it is suited But some 
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kinds of machinery, when Avom out or antiquated, might he 
replaced on a smaller scale, and, on the other hand, much 
new machinery that cannot be piofitably introduced for a ten 
hours’ day, would be introduced for a sixteen hours’ day, and 
when once introduced it would be improved on Thus the 
arts of production would progress more rapidly , the national 
dividend would increase , working men would be able to earn 
higher wages without checking the growth of capital, or 
tempting it to migrate to countries where wages are lower 
and all classes of society would reap benefit from the change. 

The impoitance of this consideration is more apparent 
every year, smce the growing expensiveness of machinery, and 
the quickness with which it is rendered obsolete, are con- 
stantly increasing the wastefulness of keeping the untiring 
iron and steel resting in idleness dunng sixteen hours out 
of the twenty-four In any country, such a change would 
inciease the net produce, and therefore the wages of each 
worker , because much less than before would have to be 
deducted fi'oui his total output on account of charges for 
machmeiy, plant, factory-rent, <kc But Anglo-Saxon artisans, 
unsurpassed in accuracy of touch, and surpassing all in sus- 
tained eneigy, would more than any others increase their net 
produce, if they would keep tJieir machinery going at its full 
speed for sixteen hours a day, even though they themselves 
worked only eight’ 

1 Double shifts me used more on the Continent than in England But 
dbey have not a fair trial there, for the hours of labour are so long that double 
slnfts involve work nearly all the night through, and night work is never 
so good as day work, partly hecanse those who work at night do not rest 
perfectly during tlie day No doubt certain practical ohjectiona can he urged 
ngainst the plan , for instance, a machine is not so well cared for when two 
men share the resiKmsibihty of keeping it in order, ns when one man has the 
whole management of it, and there is sometimes a difficulty about fixing re 
sponsihihty for imperfections m the work done , hut these difficulties can he 
in a great measure overcome by pnttuig the machine and the work in charge 
of two partners Again, there would he a httle difficulty m readjusting the 
office arrangements to suit a day of sixteen hours Bat employers and their 
foremen do not regard these difficulties ns insuperable , and experience shov, a 



354 


BOOK VI cn. XIII. §§3, 4 

It must hou’e\ or bo remembered tbnt Ibis pai ticulnr picfv 

In ccnerai n reduction of tlio Jiours of }(dxjur npplieb 

further dim) Only to thoso trttdcs mIucIi use, or can use, ex- 
hourTorLw Fnsivc plant, and that in many coses, ns for 
would lessen instance in Rome mines and some branches of 
railuay -work, the system of sluffs is already 
applied so os to keep the plant almost constantly at xvork. 

There remain therefore many trades in which a reduction 
of the hours of labour uould ccrtnml} lessen the output m 
the immediate present, and ivould not certainly bring about 
at all quickly an} such increase of ofliclency ns 'would raise 
the average work done per head up to the old lex el In such 
cases the change would dimmish the national dixidend, and 
the greater part of the resulting material loss would fall on 
the workers whose hours of labour were dimimsbcd It is 
true that m some trades a scarcity of labour would raise its 
price for a good long while at the expense of tlio icst of the 
community But as a rule a rise in the real pnee of lalxmr 
would cause a diminished demand for the product, parti} 
through the increased use of substitutes , and x\ ould also cause 
an inrush of new labour from less favoured trades 

§ 4 It may be well to tty to explain the great vitality of 
the common belief tliat wages could bo raised 
generally by merely making labour scarce, and 
independently of any effect it might hare in 
keepmg macluneiy longer at x\ ork and therefore 
making it moie efficient, or in preventmg people 

from being stunted and prematurely w'oi'n out 
by excessive woik 

7'”' Ojorcomo the repugiiaacc which tlioy feci nt first to donble 
St r i""'® a tlio other begla then, or 

10 am Swrir'i t work saj*. from 6 a m to 

1015ajn to llfin 4 30 tn , tho eecond act A\orkiug from 

chanle'lc” atth^^.l^i 9 46p m , tho two sets might 

shifts will ho nocnttCTrr week or month A general adoption of double 

mchW oxtension of the mar^ cUons powom of expensive 

of winch it IB canable m r/vin i work is to overciso tho full influence 

wmeu it IB capable m reducing tho hours of labour much below o.gbt 


Immediate 
and ultimate 
effects on 
wages of re- 
dneing the 
hours of 
labour 
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To begin wnth, it 13 difficult to realize bow different, and 
often even opposed, are the immediate and permanent effects 
of a change People see that when there are competent men 
waiting for work outside the offices of a tramway company, 
those already at woik think moie of keepmg their posts than 
of striving for a nse of wages, and that if these men were 
away, the employers could not resist a demand for higher 
Vages They dwell on the fact that, if tramway men work 
short hours, and there is no diminution in the number of 
mdes run by the cars on existmg lines, then more men must 
be employed , probably at higher wages per hour, and possibly 
at higher wages per day They see that when an enterprise 
is on foot, as foi instance the building a house, or a ship, 
it must be finished at any cost, since there is nothing to be 
gamed by stopping half way and the larger the shoes of work 
on it done by any one man, the fewer slices of work on it will 
be left for other people 

But they overlook othei consequences, which are more 
important, though more remote, viz. that as a consequence 
of the artificial stmtmg of labour in tramway working and 
house building tramway extensions wdl be checked , that 
fewer men wall be employed in the future in makmg and in 
workmg tramw’^ays, that many workpeople and others will 
walk mto town, who might have ndden , that many will live 
closely packed in the cities who might have had gardens and 
fresher air in the suburbs, and that, the workmg classes 
among others, being unable to pay for as good housmg 
accommodation as they would otherwise have had, there will 
be less building to be done 

In short the argument that wages can be raised perma- 
nently by stmtmg labour rests on the assumption that there 
IS a permanetot fixed wo 7 h-fv/nd, % e a certam amount of 
work which has to be done, whatever the pnce of labour 
And for this assumption there is no foundation. On the 
contrary, the demand for work comes from the national 

23—2 
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(liMtlond, tbnfc ik, it comf“5 from ■i\ork- Tim loss ^\or\ tbero 
IB of one kind, the less demnntl there is for ^rork of other 
kinds, nnd if Inliour A\oro scarce, fewer enterprises -would Iw 
undertaken 

Again, constanc} of tmplojinent is dependent on the 
organization of industr} nnd Irnde^ nnd on the success with 
which those who arrange supplv are nhlo to forecast coming - 
iiiovenients of demand and of pnee, and to adjust their 
actions accordingly But this would not be hotter done 
with a short day's work than with a long one, and indreJ 
the adoption of a short day, not accompanied by double 
shifts, would discourage the use of that e.\])ensi\ e plant, the 
presence of which makes employers lery' unwilling to close 
their works. Almost e\ery artificial stinting of work mvoUes 
friction, nnd therefore tends, not to h»»son, hut to iiicrcaim the 
inconstancy of employment. 

It IS true that, if jilastererb or shoemakers could exclude 

Every cheek Competition, they would have a fair' 

to the national chanco of raising tlmir wages bv a mere diminu- 
dividend falls x,„ e .i . , , . . 

In part on slio nuiouiit of wolk donc by' cach, whether 

shortening the hours of labour or in any other 
way , but these gams can be got only at the cost 
of a greater aggregate loss to other sharers in the national 
dividend, which is the souice of wages nnd profits in all 
industries in the country This conclusion is emphasized by 
the fact, to v\hich experience testifies and vthich analysis 
explains, that the strongest instances of a nse in wages 
ntteined by trade union strategy' are found in branches of 
in ustry, 1 the demand for whose labour is not direct, but 
"derived” from the demand for a product in making winch 
many branches of industry cooperate foi any one branch, 
winch IS strong m strategy, can absorb to itself some share 

ot the pneo of the ultimate product, which might have gone 
to other branches^ 


^ Sec ttlKjve, V "vx. 2 
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§ 5 "We now come to a second cause of the vitality of 
the belief that wages can be raised generally and 
pennanently by checking the supply of labour output checks 
This cause is an under-estimate of the effects of supply of 
such a change on the supply of capital 

It IS a fact — and, so far as it goes, an important fact — 
that some share of the loss resulting from the lessening of 
output by (say) plasteiers or shoemakeis, ivill fall on those 
■who do not belong to the working classes Part of it mil 
no doubt fall on employers and capitalists, whose personal and 
material capital is sunk in building oi shoemaking , and pai t 
on v ell-to-do users, or consumers, of houses or shoes And 
furthei if there were a general attempt by all of the woiking 
classes to obtain high wages by restricting the effective supply 
of their labour, a considerable part of the burden resulting 
fi om- the shrinkage of the national dividend would doubtless 
1)6 throuTi on other classes of the nation, and especially on the 
capitalists, for a time but only for a time Por a consider- 
able diminution in the net return to investments of capital 
vould speedily diive new supplies of it abroad In regard to 
this danger it is indeed sometimes uiged that the railways 
and factories of the country' cannot be exported But nearly 
all of the matenals, and a laige part of the appliances of pro- 
duction are consumed, or worn out, oi become obsolete eveiy 
year, and they need to be replaced And a reduction in the 
scale of this replacement, coinbmed with the exportation of 
some of the capital thus set free, might probably so lessen the 
effeStivo demand foi labour in the country in a few years, 
that ui the reaction wages generally would be reduced much 
belou their present level' 

^ To taLe nn lUnstratiou, let ns suppose that slioemokers and hattere ore in 
the same grade, working equal hours, and receiving equal wages, liefore and 
after ,a general reduction m the hours of labour Then both before and af er 
the cboiige, the hatter could hny, with a mouth's wages, as mmi y s as 
M ere the net product of the shoeinaker's work for a month (see vT- n /) 
the shoemaker worked less hours than before, and m consequent id ess 

work, the net product of hiB labour for a montli nould have dimmish ,n ess 
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But thougli tho emigration of capital avouIcI not in any 

intemationni ^ nttondcfl by niucli difliculty, owners of 

wocc move- capital have good business reasons as w’ell as a 
sontmiontal proferonco m fn\our of inscsting it 
at home And therefore a nsc in the standard of life, ivhich 
makes a country more attractive to live in, is sure to 
counteract to some evtont the tendency* of a fall in tho net 
return on investments to cause capital to he exported On 
the other hand an attempt to raise wages bv antisocial 
contiivances foi stinting output, is certain to dnvo abroad 
well-to-do people in general , and especially* yust that clkss 
of capitalists whose enterprise and delight in conquering diffi- 
culties is of the most importanco to tho worJcing classes For 
their ceaseless initiative makes for nnlioiml leaderslnp and 
enables man’s v\ork to raise real wages, while promoting an 
increased supply of those apphnneos winch make for efilciency, 
and thus sustain the growth of tho national dmdond 

It 18 true also that a general rise in wages however 
attamed, if spread over the whole world, could not cause 
capital to migrate from any one part of it to another, -\nd 
it IS to be hoped that in time the w ages of manual labour will 
iise all ov*or tho world, mainly tlirougli increased production, 
but partly also in consequence of a general fall in the latc of 
interest, and of a relative — if not absolute — diminution of 
incomes larger than are necessary to supply the means of 
efficient work and culture even in tlic Inghest and broadest 
senses of these terras But methods of raismg wages, wlucli 
mn *e for a higher standard of comfort by means that lessen 
promote efficiency, are so anti-social and short- 
sighted as to invoke a speedy retribution, and there is perhaps 
e c ance o their being adopted over any* great part of the 

earned iJonble shifts tlio oraploycr and ids capital had 

M am?nnt of ^ <=o^d bo cut doiro by tbo 

with -n-hat we ontimt. Tbo last snpposiMou is inconsistent 
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Avoild If several countries adopted such methods, the others 
going straight for raising the standai-ds of life and of efficiency, 
Avould speedily attract to themselves much of the capital and 
of the hest ^utal force away from those who followed an ignoble 
lestrictivo policy 

S G In this discussion it has been necessary to adhere 
to general reasoning for a direct appeal to of 

expenence is difficult, and, if made lightly, it an appeal to 
can but mislead Whether we watch the statis- 
tics of wages and production immediately after the change or 
foi a long period following it, the prominent facts are likely 
to be due chiefly to causes other than that vhich we are 
vishmg to stud}'^ 

Thus if a i-eduction of hours lesulted fiom a successful 
strike, the chances are that the occasion chosen for the strike 
was one when the strategical position of the workmen was 
good, and when the general conditions of trade would have 
enabled them to obtain a nse of wages, if there had been no 
change in the hours of labour and therefore the immediate 
effects of the change on wages are hkely to appear more 
favoumble than they really were And agam many employers, 

, having entered into contracts which they are bound to fulfil, 
may for the time offer higher wages for a shoit day than 
before for a long day 33ut this is a result of the suddenness 
of the change, and is a mere flash in the pan , and, as has just 
been observed, the immediate results of such a change are 
hkely to bo in the opposite direction to those which follow 
later, and aie more enduring 

On the other liand, if men have been overworked, the 
shortening of the hours of labour will not at once make them 
strong the physical and moral improvement of the condition 
of the workers, with its consequent increase of efficiency and 
therefore of wages, cannot show itself at once 

Further, the statistics of production and wages several 
years after the reduction of hours are likely to reflect changes 
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in the prosperity of the country, and especially of the trade 
in question , of the methods of production , and of the 
purchasmg poiver of money and it may be as difficult to 
isolate the effects of reduction of the hours of labour as it 


IS to isolate the effects on the "waies of a noisy sea called 
by throwmg a stone among them^ 

We must tlien be careful not to confuse the two questions 
whether a cause tends to produce a certain effect and whether 
that cause is sure to be followed by that effect Opening 
the sluice of a reservoii tends to low er the level of the water 
in it , but if meanwhile larger supplies of w ater are floivmg 
in at the other end, the opening of the sluice may he 
followed by a rising of the level of the ■water in the cistern 
And so although a shortening of the hours of labour 
would tend to dimmish output in those trades which art 
not overworked, and m wdiich there is no lOom for doubli 
shifts , 3 et it might very likely bo accompamed by an increase 
of production ansmg from the general progress of wealth ami 
knowledge But in that case the rise of vvages would have 


Por instance, when we look at the historv of the introduction of the eight 
onrs day m Austraha we find great fluctuations in the nrosponty of the 
mines imd the supply of gold, iii the prosperity of the sheep farms and the' 
° 1 ^ 0 , borrowing from old conntnos capital ■with which to 

ustr^n labom to hiild railways, Ac , in immigration, and m com- 
tViQ ^ these baie been such powerful -causes of change in 

Indo ^'’®traban working man as to completely overlay and 

effects of a reduction of the hours of labour from 10 gross 
imr-h meal times) to 8 net Money wages in Anstraha are 

mav he tmn fW 11 ^ hours were shortened , and, though it 

3e^L^ 1 ?® Pu^asmg power of money has mcreased, so that real 

in AnRtrftlift seems no doubt that the real wages of labour 

befo“S^Zhn„ L they were 

they are not Inwnr ii® labour and it has not bean proved that 

place The cornmni-f. ®l^i ^ <^Jwuige had not taken 

labour wMcb If/T the economic efficiency of short hours of 

1*°'^ m mdustnes not well 
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been obtained in spite o£, and not in consequence of, a 
shortening of liours 

Ihirther the increasing changefulness and mobility of 
industry obscuic the influences, both foi good and for evil, 
irliicli the eainings and industnal policy of any gioup of 
cokers in one geneiation exert on the efficiency and earning 
pouer of the same group in a later genei-ation The family 
income, fioni winch the expenses of rearing and training its 
younger membeis must bo defrayed, seldom comes now from a 
single trade Tlie sons are less fiequently found m then 
fatliei’s occupation the strongei and more strenuous of those 
to whoso nurture the eaimngs of any occupation have con- 
tubuted aie likely to seek highei fortunes elsewhere, while 
the weak and the dissolute are likely to descend below it 
It is therefore becoming increasingly difficult to bnng the 
test of experience to bear on the question, ivhether success 
has attended the eflbrts which the members of any particular 
trade have made to effect a permanent rise in their wages, 
both absolutely and relatively to othei trades But this 
brings us to our next subject 
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CHAPTER XIV. 


TRiVnn UNIONS 

§ 1 Ix considcnng tlie recent progress of llio ANoiking 
Trade Unions but little lias jot been Paid of the glow til 

in rciaUon to of Tmdc-unions , but the two mot einent-s bate 
proercss cortainly kept pace with one another and there 
IS a pntnd facie probability that they are connected, each 
being at once partly a cause and partlj" a consequence of the 
other We may now pioceed to inquire into the matter more 
closely 

We bave already noticed* how the first endca^ours of tho 
Early action of workmen’s associations or Unions at the 
Unions beginning of tins centiny were directed to 

securing tho enforcement of median al labour laws But 
these, no less than tho ordmancos of the old gilds, were un- 
suited to the modem age of mechanical invention, and of 
production on a largo scale for markets beyond the seas , and 
eaily m this century tho Unions set themselves to wrin tho 
nght of managing then own affairs, free fiom tho tyranny of 
the Combination Laws ’ 

These laws had made a enme of what was no enme, the 
Repeal of the **'g>^6ement to refuse to w'ork in order to obtnm 
Combination higher Wages, and “men who know that they 
are criminals by the mere object which they 
ave m view, care httle for the additional cnminality' involved 
in the means they adopt ” They knew that the law was full 

* Book I Cli n § 6 
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o! cln5<; injustice destruction of life and pioperty, when it 
Mas Ml ought for the purpose of enforcing iiliat they thought 
justice, seemed to them to have a Ingher sanction than that 
of the law, and their moral sense became in a measure 
reconciled to enmes of hrutnl violence But step by step the 
Combination Ljiws hai o been repealed untd now nothing is 
illegal if done hj a workman, winch ivould not be illegal if 
done bj anyone else, nothing is illegal wdien done by a 
combination of workmen, mIiicIi would not be illegal when 
done by a combination of othei people , and the laAV no longer 
i-efuses to protect the property of the Unions 

"With freedom came responsibility Yiolence and the 
' intimidation of KomUnionists, which liad lost all excuse, soon 
Ment out of faiourj and iiorkmen generally chose for their 
leaders able and far-sooing men, and under their guidance the 
modern organi/jition of Unions has been rapidly de^ eloped^ 

A modern Union is generally an Association of workeis 
in the same or allied trades, which collects funds twofold func- 
froin all its members and applies them firstly to tions of 
' Support those of its members who cannot obtain 
employment except on terms vlnch it is contiaiy to the 
general trade policy of the Union foi them to accept, and 
secondly to grant certain Pro^^dent Benefits to members 
in need The pohey of the Unions vanes in detail mth 
time and circumstances, but its chief aims are generally the 
increase of wages, the reduction of the hours of laboui, the 
securing healthy, safe and pleasant conditions of woik, and 
the defending individual workers from arbitmiy and unjust 
treatment by their emploj ers Most of their regulations are 
framed either for the direct attainment of some of these aims, 
or for secunng conditions of hinng which will enable the 
employed to deal ns a body witli their employers, conditions 

^ Tlio various stages tbrongli ■nluch the diief nuns and the plan of 
organlrahou of the Unions have passed ore cxplauicd in The History of 
Trade Unionism by Sidney and Boatneo Wobb 
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which they leganl ns gencrnlly needed foi the altammcnfc of 
all their aims 

§ 2 A large Union is often an nmalgnmation of numerous 
smaller associations, oninimlly local or confincfl 

Local respon- ,, ni i'n, 

sibintj and to a subdmsion of the trade But nhaterer its 

authority ongin, neail} e%er> iinportnnt Union has innnj 

branches, each of mIucIi, nliilc managing its omu 
aflairs in details, is bound to confomi to the goneial iiiles of 
the wliolo body These niles are i ory explicit , and in 
particulai they pmsenbe rigidly the nays in nluch each 
blanch may spend the funds m its cliaige for the power of 
the puiso is retained stnctl) in the liands of the central 
bod) Tlio bmncli dispenses Prondent Benefits nccoitling to 
rule , but except on emergcnc) and foi a shoil. tune it ma) 
not spend the corporate funds on a tnido dispute, wuthout the 
s<mctiou of the central council or Eu^cutn o representing the 
whole body, nlio aro gonerallj selected from the hrnncli- 
officials that haie deseiwcd best of thou Society 

Tlie cimiactei and ability of the branch-oflicinls are tested 
111 action as w ell us in spcccli For tbej lia^ e impoi tant business 
to manage, and those who neglect then duties, who pioie 
t emselves lax financiers, oi gii e adi ice that is not justified 
the e\ent, nio not promoted, howciei eloquent the) ma) 
be , and consequently the Executn e of the best Unions aro 
s 11 , fur-ssceing men, icsolute but with great self-control 

1 13 these men ivlioso sanction has to be obtained by an) 
PrecauUons branch that wislies to use the corponite funds in 
^ tmde dispute They come to the question 
mr tempers unrufiled by any personal vexations 

fliA enlisted in the continuance of the struggle, 

aej dec, do ^rtl,oet tas of prestige that it is loopportme, 
V 1 ^ principle, and they have nothing to gam, 

stnVo responsible for on es-pensire 

Ire oe! 1, ti-' E’ceouto® 

are generally binding tiU the next annual geneml meeting 
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of tho roprc';cntati% 0 delegates of the A\hole body, but in 
certain emergencies a special meeting of the delegates is 
callojl, or a plebiscite of ibe wbole bodj is taken by voting 
papers 

The a<lmi lustration of tbo funds mtli legard to Provident 
Benefits is more a matter of routme, and is provident 
goieriicd strictly by lule These Benefits vaiy Benefits 
Tlie “^ew ” Unions that hate spuing up m recent tunes, 
cinell} in unskilled trades, generally regard Provident Funds 
as an encumbmiicc, Inndenng fieedom in fight, and tending 
to an 01 er-caunous and unenterprising policy m trade 
nmtlei': And the list of Benefits aflbided by many even 
of the older Unions is a meagre one But the best Unions 
pride thenisehes on rendering their members independent 
of all charitable aid, jmblic or pnvate, dunng any of 
the more ctunmon misfortunes of life They pionde fcick. 
Accident, Superannuation and Funcial Benefits , and above 
all, they giie oul-of-i\ork paj for a long (though of coui'se not 
unlimited) time to any member, uho needs it through no fault 
of his OMn- — a Benefit iihich none but a trade Society could 
nudoitake For only the members of bis oivn trade can judge 
Mhetlier bis want of ivoik is duo to lus idleness or other fault, 
and wlielhei he is putting too high an estimate on the lvalue 
of Ins w oik and they alone hai e an interest m suppoi ting him 
in the lefusal to sell his work for less than they tlunk it is 
really w*oi th And at the same time the expense of managing 
the whole business of the Union is less than would be that of 


managing its Provident business alone by any other oociety 
for the local officers get good infonnation -without trouble, 
they spend nothing on adiertising, and they receive but 
tufling salaiies' 

1 The reader is referred to the cxccUent Koports of 
Boanl of Trade, which f-iio details of the expenditure of aU the chief Unions 
tor each Huccessivc year of then: history It is iiistroctive o no e a 
the Benefits increase and the Funds diminiBh during ^nods of coi^e^iiU 
depression But the htu-den of Superannuation Benefit increases steadily 
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g 3 Such being the general plan of Trade-unions, 
inay pass to examine the influence which they can exert on 


wages 


I can 


if four con 
dltlons are 
satisfied 


5 

We have ali-eady incidentally inquired whether wages — 

. , he raised permanently by dmiinishmg the supply 

scarcity of la- of labour, and we may begin by lecapitulatmg 
can*^ms° the results obtained If the workers in any 

waecs much trade are able to limit artificially the supply of 

their labour, they can certainly secure a con- 
siderable inci-ease of wages, which will be the 
greater, the more fully four conditions aie satisfied^ They 
are Firstly, that there is no easy alternative method of 
obtainmg the commodity which their trade helps to produce , 
and this generally requires (a) that they have control over 
the supply of labour m their trade and district, (6) that the 
commodity cannot easily be brought from some other distnct, 
in which the conditions of labour are beyond their control, 
and (c) that there is no available mechamcal or other contri- 
vance by which the commodity can be produced independently 
of them Secondly, that the commodity is one the price of 
which wdl be laised considerably by a stmting of supply, or 
in other words the demand for it is not very elastic Thirdly, 
that the shaie of the total expenses of production of the 
commodity which consists of theiii'jwages is small, so that a 
great proportionate nse in them will not gi^tly raisb its 

the lapse of years , for the average age of the UtuomstB has not yet reached 
1 Bess than a tenth of the total expenditure comes under the 

mad of s^e m an average year’s budget of the first class TJniona But 
, I ° f difierenoes Jietween individual workpeople and their employers, 

^ employed, are of the nature of trade 
not techmcally so called. And soma Unions do not oven 
•nav oi 1 , ^ any distmctiou m their accounts between “ out-of work ’’ 
than H,a 1 n ^ former, when given at aU, is at a lower rate 

seems hou ever that not more than a fifth of the total 
The ftTAnmni ^ “disputes' in the broadest use of the term 

wages of their m^hS“ “ 

1 Comp BookV Ch vi §2 
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^jpncfe^-'anai diminish the? demand for it. And, Fomihly, that 
dasaes of workers, and the employers, m the trade 
Jai^- squeezable, or at least are not in a position to secure for 
Ctiieihselyes an increased share of the price of the joint product 
^bj^nuting artificially the supply of their labour and capital 
ofiect on the wages paid for domg a given piece of 
'Vork'-wbuld be just the same whether the num- 

.-workdrs in a trade were diminished by a of 
ytehth,'*^ or the amount of work done by each were Hniiting the 
■^mminished by a tenth (other things being equal) ‘ worker tnd 
ibu^pn the latter plan the same aggregate wages 
be divided among more people, and the 
^rate of -wages per head would be a tenth lower 
^'^-K-^the amount of work done per head is diminished by 
‘‘d^ening the hours or the seventy of work, there is some 
^^compensating gam m mcreased leisure, or freedom from strum 
^uVif it 18 diminished by insistmg on uneconomical methods 
tdf^yroVk;^ there is no such compensation 

the l^et Advantages of a tiude are abnormally high 
^aidyely to others in the same grade, thei-e will 
Khe'k strong drift into the tiude, both of adult 
J/^o^erd and of children, by routes direct and 
^cdfeot , and this drift can be resisted only by 
,'^a^tod harsh measures which mterfere much with the free 
'cpun^^of busmess Human nature bemg what it is, the drift 
iijfrom' outside will be stronger mto a trade with very high money 
H?a^''than mto one with rather high wages, and considerable 
'• ^iher Het advantages. And partly for this reason the XJmons 
Jdf ^the skdle 
^ Jormer end. 


O— i i' 1 U 

i of ’^the skilled trades are aiming rather at the latter than the 


ri-/' 


^ thiagB wonld indeed not be e<inal for the larger number of men 

Woimd 'vant mol^ snpermtendenoe, more space, and more machimay (nnlesa 
iKthey, worked 'double shifts instead of single), and therefore their aggregate 
rjff^ea^ould be Jess, and their wages per head more than a tenth less than if 
[yUib kd^ily of labour were lessened by a mere dimmution of numbers 
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Permanent 
Umitatlons of 
the work done 
in nil trades 
must lower 
wages 
generally 


The recent evtension of Trade 'umonisra to tinskilletl 
labour ha'? been confronted by the fact that an 
artifacinl rosi,nction of tlio jiumbei'S in any un- 
skilled trade is diflicult, and in all trades to- 
gether impossible, unless multitudes are to lie 
suppoited in idleness But it is not impossible ■ 
to make labour scaico in all trades bj shortening the hours of, 
labour sufficiently The moieinent in this direction, is, as vo 
saw in the last chaptei, the composite product of a genuine 
desire for more leisure for its own sake, and of a fallacious 
lielief tliat there is a fixed Work-Fund Wo concluded tliat, 
if there is a genend diminution m the amount of work done, 
the National Dmdend Mill shrink and the shaio of it that 


goes to the ivoiking classes, or m other woids the aggregate 
of weekly (leal) wages wall shrink also, though not perhaps 
quite in the same pioportion And since there wotild he no 
dmniiution in tlie number among whom this aggregate was 
dnuled, average (real) wages would fall \er 5 * neaily in pro- 
portion to the diminution of tho work done 

§ 4 Lea\’iug then this recapitulation of the results of 
We pass to at- P^^finently lessening the supply of laboui, we 
tempts to se- will pass to the mam task of this Clnpter That 

cure higher . i i ^ t 

wages for la- ^ inquire ■\vhetnerj by a judicious use or tho 

enmg temporanly wnthholdmg tho supply of 

hold its supply labour, Umons can force einnlovei'S, and through 
temporarily l J 5 ys 

them tiio community at laige, to paj higher 

wages temporarily It is clear that this question is not 
decided by the aiguinent of the last Section For if two 
men are row mg m the same boat and one puUs all the time 
with only half Ins strength, his progress woll bo slow but if 
he tlunks the other is doing leas than a fair share of woik, ' 
le may possibly find it a good pohey to lefuso to row till the 
ot ler exerts himself more , he may conceivably reach his 
gurney s end quicker than if he rowed on steadily wnthout 
demur ^re then is the true centie of this contest as to the 
etncacy of Unions to raise wages. 
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We inay start from the indisputable fact that the wage of 
laboui of any kind tends, like the value of a 

1 jxj , 1. normaJ 

matenal commodity, to a position of equihbnum forces of sup- 
at which the amount which wiU be normally manTdo^n'ot 
demanded is equal to that winch will be noi- always act 
mahy supphed But this tendency does not wlgesof 
always opemte finely it may even be suspended 1®!’°“'' 
for tlie time, if either the buyers oi the sellers have no reserve 
price h 

A woiking man who is not a meushei of a Trade-umon can 
seldom stand out long for a reserved price for lus labour , and 
thus he may fail to get much benefit from the fact that, other 
tilings being equal, it will be to the mteiest of employers to 
pay w'ages equal to the net value of his work, if they cannot 
get a sufficient supply of laboui on cheaper terms 

Take for instance the case of a farmer who calculates that 
the work of an additional labourer would add 
to the produce of lus faim enough to lepay with combinations 
piofits the outlay of 14s a week m wages No 
doubt it will then be to Ins interest, other things being equal, 
to offer these wages mther than go without the extra assist- 
ance. But other things are very likely not to be equal If 
the current rate m the parish is 12s a week, he could not bid 
14s vnthout incurring odium among his brother farmers, and 
perhaps tempting the labourers already in bis employ to 
demand 14s So he will probably offer only 128, and com- 
plain of the scarcity of labour The price of 12s will be mam- 
tamed because competition is not perfectly free , because the 
labourers have not much choice as to the market m which 
they sell their labour , and because they cannot hold back 
their labour at a reserve price equal to the highest wage which 
the employer can afford to pay® 

^ The general theory bearing on this point is indicated in Book V Ch n , 
and 18 worked ont more fully in the corresponding chapter of the Principles 
* The disadvantage under which labourers he in such a case as this, maj 

M. 24. 
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And even where employers are not in any comhination, 
tacit or avowed, to regulate wages, each large 
employe* is^a employer IS in his ovni pei-son a perfectly firm 
combination of employing power A combination 
of a thousand workers has a \ ery weak and nn 
certain force in comparison ivith that of a single resolute 
employer of a thousand men and though such an employer 
sees his piofits in hiring a few more men at the curient or even 
rather higher wages, he may yet think it the better pohcy 
not to bid for them lest he should suggest to those ah eady in 
his employment that they should raise their demands 

In such cases as tliese the special disadvantages of the 
V orkman in bargaining certainly put his wages 

Unions claim » , i ^ 

to male eco- loi’ time below the position at which they 

sidT witlTthe find their level under the free action of 

workman^ demand and supply and Unionists need not 

against him deny that those forces are always at work It is 

enough for their argument that, whenever these 

special disadvantages put the current rate of wages below the 


be seen by considenng tbe position of a sbopkoepor in like oircnmstnnces A 
an 0 a 8 opkoepcr fixes tbe pnce of bis goods, and if tbe customers vb 
Mmo into bis shop on one day refuse to pay that price, bo vaits till other 
omo w o will pay it But if nt any tune be were compelled to sell off bi 
goods quickly, taking whatever offers be could get, and not bolding back fo 
ly reserve price, bo niiglit liave to sell them at much less than then roa 
1-ad access to only a few buyers 

bi 3 ^^o^L, MiU considerably to modif 

of ennilihrinm w -a-'-a Trade unions, lUnstmted tbe indeterminateiies 
DutXSrm, I't “ tl-at in such a marke 

Cree P«<-e than Engbsli Mr J £ 

has shown ^1 ^ suggestive Cntieism of the Theory of Trade umon 
Thornton snnnos^nn'nS^ conditionB it is a disadvantage, and not a 
But tins does not imnni ^ Initiative oven m a small market 

are nt a disadvantapn wi —Potion, pnce is mdetennbiate , and then tbosi 

it were’ settled between two would be even more indeterminate i 

employ ^ 

case tbe emnloved are not nfri. another but in the formei 

are m tbe latter ° same disadvantage m bargainmg ns tbej 
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normal rate, tho force of economic friction is exerted against 
tlie workman And they contend that by oigamzation they 
can fie(juently make that force act in his favour A viscous 
> fluid in a xessel tends to fonn a level surface but if fiom 
time to tune an artificial foice pushes down the left side, 
AV'hlch V e may take to correspond to ivages, it may reasonably 
be maintained that the average position of the left side is 
dowel than it Mould have been Mithout such inteiference, in 
spite of the indisputable fact that the force of giavitation is 
consbintly tending to leinstate the position of equilibnum 
dVhat Unions claim to be able to do, corresponds to applying 
frequent and stronger piessuro on the nght-hand side, thus 
causing profits to yield the highei level to ivages , so that the 
axeinge level of wages, partially sustained by friction which 
wall now act for them,' wull be highei instead of lowei than 
if the forces of demand and supply acted w ith perfect freedom 

§ 5 They therefore set themsehes to insist on a “Common 
Rule” according to which all persons who do The Common 
similar ivork shall leceno the same rate of pay- 
ment, whether measured by “time” or b}" “the piece ” They 
desire to standardize payment in relation to work but, as w e 
shall see, not all their measuies make for tine standardization, 
and some of them, when pushed to extremes, tend to make 
emplojincnt more irregular 

The chief means at the disposal of Unions for this 
puipose — puttmg aside for the present the 
modem “boycott,” — are threats of wnthholding which 
for a time the labour which employei’s need m umo^ apply 
ordei to turn to account the investments ot withhold the 
capital (material and personal) made in expecta- 
tion of getting that labour They have learnt 
that this threat has but bttle powei when business is 
slack But when the tune has come for the trade to I’eap 
the harvest for winch it has been waiting, the employers 
will he very unwolling to let it shp , and even if an agiee 

24—2 
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ment to resist the demands of the men is made, ic -will 
not easily be mamtamed, especially if the fruits that they 
might have gathered are being snatched up by rivals outside 
of their combmation TJmons further hold that the threat cf 
a strike, though less poverfnl vrhen the tide of prospenty is 
falhng than vhen it is rising may yet avail for the compara- 
tively easy task of slackening the fall in the high trages they 
have gamed They claim thus to secure an eaiher nse a 
greater nse, and a more prolonged rise than they could get 
■without combination 

The questions at issue are then — Can Unions really make 
economic friction act for the workman instead of against him T 
Are the means which they take for this purpose injurious 
to production and therefore mdirectly to the workman? If 
the answers to both these questions are afimnative, is the 
good on the whole greater or less than the evil ? 

§ 6 Let us then look at the answers to these ques- 
of given by those who dispute the power of 

Unions Umons thus to raise wages. 

They take a prehminaiy objection to the common assump- 

Preiiminaiy Umonists that cases, such as that a£ agn- 

objection to cultural labourers quoted abo've, represent the 
?onth^nc- Condition of any considerable part of 

tion IS strone England’s mdustnes They say that there are 

in the lahour T-i ^ -C i y j 

market. trades m 'which the emplovers reaUj act 

m concert, even though they undertake to do so , 
that when an employer sees his way to making a profit 
y hiring more labour at the current wages or even a httle 
ghCT, he generally finds means of doing so; and that he 
wo almost mvaijably do so were it not for the mfluence of 
e-unions For they insist that the verv means winch 
mons take to prevent an employer from paymg individual 
• a standard rate, make him often hesitate to 

^ "wages of individual men, when he would do so, if 
m the restrictions and demands of the Umon. Thn^ 
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SO fai‘ fis this count goes, they maintam that competition is 
much moie effective, at all events in the industnal distncts of 
modern England, than the arguments of Ilnionists generally 
imply , or, to revert to out pi evnous sunde, that the action of 
competition coi responds to that of a fluid that is only veiy 
slightly viscous And they go on to assert that that shght 
nscosity is partly due to tlie influence of IJmons 

It IS difficult to decide how fai tins answer is vahd 
On the one hand it is in agiicultme, where Umons are weak, 
that wo find the most grounds for the complamt that efficient 
and inefficient workeis aie paid so neaily ahke as to give hut 
small encouragement to energy But, on the other hand, 
wlule this evil is diminislnng in agriculture under the influence 
of the gloving mobility and independence of the labourer, 
it IS mcreasing in some other industries in vhich employers 
feai that a concession to their best men will be followed by 
furtliei demand of a strong Union on behalf of inferior men. 
This is howevei a side issue let us pass to the mam issue 

§ 7 Let us look fiist at the influence of strikes and 
threats of strikes in a single trade It is cleai 

^ , Rejoinder by 

tiiat, if 111 any tiado the eraployei is to oe opponents of 

harassed at all times, and especially when he 

sees his wav to profitable busmess, then busmess far as a single 

^ Till trade is con- 

men generally will shun that trade , unless inueecl, 
taking one time with another, they are able to 
get fiotu it a rate of profits not merely as high as, but rathei 
lugber than is to be got in othei trades For the extra worry 
and fatigue of the work to be done will requiie some com 
pensation, and until they get it, the undertakers will 
every convement opportunity of dimmishmg the stakes w uc 
they hold in the trade 

The relative strategic stiength of employer and employed 
may determine for the time the shares in which the aggregate 
net income of the trade is divided , but the terms of t e 
division will soon react on the amount of capital in the trade. 
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and therefore on the amount of that jncomo which is aiadnble 
for dmsion ' 

It may be imjiossiblo to foice the consumer to pay a pnce 
that will cover these charges m that case employment in 
the trade must decline , and then, in spite of the Umons, 
there viU be many men running after one employer and wages 
will fall 

It IS true that if the wares produced by the trade ha^e 
ei on a partial local monopoly and are in strong demand, the 
einployfs may be able, by veU-timed stnkes and threats of 
stnkes, to obtain a rise of ivages at the expense of the consuniei, 
and to retain it for a consideiable time But they cannot 
retain long a much higher wage than can be earned in similar 
and neighbounng trades, except by permanently limiting the 
numbers in their trade — a case vliicb Ave have already 
considered 

Next the claim of a Union to obtaui a nse of vages by 
stnkuig 01 thieatening a strike, when the employei’S are 
becoming veiy bus^, it, compared by opponents of Umons to 
the claim of those, who liaio promatuioly shaken down unnpe 
apples, to hiiAo pioduced the apph'S They insist that, as the 
oixliard vould ha\o yielded better apples and A\ith less 
innu} to the tiees that lia\o to beai next yeai’s ciop, if 
natuio had been left to run her coui’se, so the rise in wnt'e-' 
that belongs to a penod of trade piosjionty, though it might 
not hnio como so soon oi hato been so shai'p, A\ould hiAo 
10*^1011 much longei The Unions boast of resisting the 
tendencA to subsequent fall but really that tendenev, 
It IS argued, is m a gieat measure of their own cieniion , 
and It need not haio been felt for a long vhile, if cmploiers 


n a IlaitpmiHjr flTod l.y cikmal 

B Oa- I n Bt 1 n ^ '‘'naiiR tlio imrlics interestCfl Imt it i^ 

^ <1m,innt,an in U.o inancements 

to p ti,o Appcmlix C 
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had been able to gi\e then minds to then ivoik untroubled 
by strikes and the rumours of them, and if plans could have 
been made far ahead Tvitb confidence that they could be 
canted out, and therefore with but a nairow margm of 
profit 

So far the rejoindei relates to the effects of a Union in 
a single trade j and it appears to have much 
force, on the assumption that the net effect of involved in 
Tmde-union action is to woii-y and fret the 
undei’takei, to make his vork moie difficult and uncertain, 
and thus to narrow his enterpnse 

§ 8 Lea^'lng this assumption for discussion later on, we 
may follow the coui'se of the aigument when by 

Trade-unionism is supposed to he extended to opponents of 
all the chief trades of the countiy Capital and main^ciaim a*8 


business power cannot then take refuge from the 
injunes of Trade-unions by the comparatively 
easy means of dnfting into ndjoming trades 

But it 16 still true that a rise in wages, if obtained^ at the 
, expense of profits, is hkely to dimmish the accumulation and 
, to promote the emigration of capital, and that it may 
dimmish the enterprise of business men, or at least of such of 
them as do not emigrate with their capital It ivill thus 
' tend both to dunmish the ISTational Dividend, which is tie 
sduice of all wages, and to lessen the competition of capita 
for the aid of "wages In. both these ways the nse of "wa^es is 
m dangei of bringing about its own destruction 

This old aigument has both gamed and lost stiength m 
irecent times On the one hand migration from one country to 
another is becoming less difficult both for capital an oi t 
employing class , and, if England should ever cease to 
eminently desirable countrj' to live m, a small fall ^,^15 rejoinder 
m the rate of profits below that obtamable else portly 

IV here with equal trouble and wony, would cause ^^aker than .t 
so great a lack of capital and busmess powei, that 



376 


BOOK VI CH XTV ^ 8, 9 

the orking classes A\ouId be compelled either topiovadetliese 
requisites of production for themselves, or to submit to sucli 
lov Mages that the^ Mould soon, want to eniigi'ate in pursuit 
of the capital and business powei But on the other hand 
c' er} counti-} has industnal troubles of its om ii , and, so long 
as En'dishraen meet theirs in as brave and conciliatoi’j a 
spiut ns any other people, the oMiiers of capital and business 
poM cr M ill lia\ e no strong inducement to seek other lancb 

Again, thougli the dependence of industiy on a Jaige 
supply of capital is constantly inci’ensing, yet the influence 
mIucIi the fall in the rale of interest exerts in checkiug 
the accumulation of capital is a little less important than Mas 
foiTuerly supposed 

And again tliough progress depends ever more and more 
on the enoigies of business men, and tbougli^some of them 
miglit slacken their efforts a little if the Earnings of Manage- 
ment Merc lessened, jot the gix)M’th of wealth and intelligence 
ait- constantly inci easing the numbers of those who would do 
(he Moik of business management with great vigour for a 
moderate rcwaixl, so long as they could retain their full fieedom 
/md responsibiliu, and all the excitements of the chase 

Tlie rejoinder of the opponents of Unions proceeds — If it 
But there re- coiicedofl that tlic National Dnidond Mould 
mninsapow,cr jjoj; Jjq much lessened at once bv a noneral nse of 

ful arcument i i ^ 

inthehncit. wng&s obtained at tlio expense of profits, and 
Ground that Inboui, getting a larger share of a UiAudend 

but little diniinishpfl, Mould be a little better off for the time , 
racn then it has still to bo considered that this diminution 
Mould bo proptissito and mnmlahie, unless the nse in wages 
c'ccrcisos some compensatorj efiect Tims if in one jeai the 
dmmiution of profits causes the stock of capital to bo one 
jv'r tent less (ban it olherMuse Mould have been, tins loss 
Mill bate incrcasMl to alxiut tMo per cent at the end of 
the s.-oond jear, to about three per cent at the end of the 
thuil jear, to aWt tea per ctut at the end of the tenth 
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yGM") s-tid. so on. But tins cannot go on foi long Bor 
Avlnle the loss increases steadily yeai by year, there iviU 
he no corresponding increase in the advantage which com- 
-hinntion gives to labourere in their bargaining , and sooner 
01 later the competition of capital for the aid of labour 
in production will be lessened, wages will fall, and will 
probably go on falhng until the remoial of the causes which 
lessoned the supply of capital, and therefore the National 

Dividend’ , 

It is then deal that if a nse of wages is obtained sunply 

at the expense of profits, if it lowers profits without exertmg 

nuy compensatory effect on the National Dividen , it mu 

he self-desti-uctive in the long run It must lead 

such a seal city of capital and of busmess power that the 

National Dividend vnll be insufficient to afford high wages to 

labour, even while capital is getting a low ® 

and business power is leceiving low Eainings o 

§ 9 Thus the mam issue between those who do an 
who do not thmk that Dnions can permanently The main issue 
raise wages, resolves itself almost entirely mto the re^^ 
narrower question whethei the latter are ng ^“®®^°"union 
in assummg that there is no important compen action on the 
satory effect to the mjunes which some ^ducuon 

of Trado-umon action inflict on production, that 
the net effect of the action of Vmons is to hompe. busmess 

1 A fall in the rate of interest from sny tluee ^ others iroold he 

a good deal from the savuigs of , r, efore the percentage, 

very little affected hy it (see Booh rv Cb *^o, took from the 

which this lowering of the rate of mterest fro jj, f^ct however 

stock of capital m sncccssivo years would tendmg m the opposite 

this correction is mncli less important than ® a j^ygj without throwing 
direction. For wages could not- be kept at their . dumimtion (or 

a continually mcreasing burden on pro 6 ts , an -ifi We greater m the 

check to the growth) of the National Dm en second, 

second year than in the first, greater m the n nromotes the use of 

and 80 on Further, a fall m the rate o expense of ‘Wage- 

machinery, and tends to increase Auxiliary cap 
capital, and thus shghUy to lower w ages 
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and lessen pi-oduction Let us then address ourselves to this 
nai ro^v er question 

On tlie side of Unions it is contended (i) that the ablest 
Unionists recognize the geneml solidarity of their interests 
Avith those of the employer, and so far from needlessly 
hmdermg him m his busmess, do all that they can to make it 
■work easily, smoothly and certainly by everj' means that is 
compatible ivith their retaming their strategic advantages in 
bargaining , and (u) that their action as a whole tends to 
impiove the character and increase the efficiency of labour, 
that this influence is ctimulattve, and that its benefits out- 


weigh any harm Umons can do in checking the groi\ th of 
the material means of production Let us mvestigate these 
pleas 

§ 10 Firstly as to the evils caused by strikes Stiikes 
Strikes are often regarded as peculiarly the results of 

cou^'Jd by ' '^^^de-uniomsm But, as has already been shown, 
Unions* better oigamzed a Union is, the smaller is tlie 

chance that a local quariel ivnll mature in'to a 
sti-ike And though when a strong Umon does stnke, the 
contest IS likely to be a Ibng one, yet the unwilhngness of 
einplojers to try conclusions ■with it, and the prudence of 
the officials of such a Union, together with the form of its 
goi emment, tend to dimmish the numbei of strikes 

Strikes are of courae expensive But too much attention 
The direct paid to the direct expense which they 

srare^of ^ «des, and perhaps even to the 

pnvation which thej occasion to the 
portance Umihes of the employed These evils obtrude 
then^elves on the notice of every one and no doubt they are' 
great But they are not great relatively to the immenno ^ 
at stake They are not even great relatively to the 

which uTcy therefore the general pohcy of the 

support Umons, more than the direct expenses of tlie 
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occn'^tonal strikes hy which they enfoi-ce that pohcy, to wlncli 
wo must turn our att-cntion^ 

^11 We may then pass to that pait of Union policy 
which consists of fixing n niimnium (local) i-ate 
of wa^e. and making it so high that it practically mum wage is 

. ^ . ■. TT i , , not an unmix- 

becouies the ortUnaiy rate Unionists contencl gj gy,] xo the 
' that this while essential to enable them to bar- 
gam as a body wntli the employer, is not an un- 
niixeil et il to lum. It sa\ es him trouble and anxiety to be 
able to buy his lalwur, just as it docs to buy Ins raw matenal, 
at wholesale prices for then ho can bo sine that no neigb- 
hourmg competitor IS buj mg them at a lowci price and thus 
pro^Kiring to sell the finished commoditv more clieaply than he 
can afloitl to "Vidiat public markets do foi the £an-deahng 
eiapIo\er as regards raw ninlenal, Unions do for lum, it is 
maintained^ ns regards laboui 

‘ But unfortunately tins is not quite tiue of laboui when 
lined bj time, becanso the labour is not sutii- jjg ^y,] anses 
ciontly ]fra4cd\ At present, no doubt, the most 
menmpeteut people of all aie excluded fiom differ 
Unions by the iiile that a candidate foi admis- 
Sion must pioi e that he is capable of eaimng the 
local imnimum rate of Avages" But to begin wath, that is 


1 There IS of coarse no R<b outage in comparing tlie aartly 

strike with ibo total direct gam to anges ot any tlmt 
because Iho o\-cnta that follow the stnko, may ha\o been e pohey 

mid purtlv because a strike is a mere incident in a 

of keeping ap an army and eiilcniig on a caaipnign i , , jj pjy 
whole The gam of any imrticalnr battle is not to bo Z 

sot m it, and even defeat is no proof that tbo discnSRcd with fall 

fiubanttmg witliont a battle Tbo cost of to the Board 

statistical detail in AJt Burnett’s excellent reports on the su j 
of Trade, and in several Reports of American Labour area 

* Compare Book v Cli i ^ 1 TTmons that young men 

® Some weight must pe alloacd to the claim of * aork up to this 

ate stimulated to exertions by knowing that they some men, 

standard Bat it is not always a very V get beyond it, beuig 

when they have attamed it, exert themselv es ^ Umon 

not unwilling to draw largely on tbo ont of work fn 
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only at the dite of his nclmission and for this lerj ic.ison 
admissions to Unions aro most numerous m hen trade is good, 
and i\hen men ratlier boloM the aierago aro for tlie time 
\vorth the standard m ages And further men vary as miicli 
in their inlliugness, as in their power, to exert themsohcs to 
do a good dn)’s ivork for tliui wages* 

A concenablo remedy fortius could be found bj the classi- 
This could be hcation of tlic workci-s in each trade into sei eral 
lessened if the grades, watli a mimraum (local) rate foi encli 
edmore cinsBi- Of coui-bo Icaiiiers alwuys have special rates, and 
fication, a few Unions allow old men to work below' the 
regular rate But most Unions nio opposed to carr>'ing the 
classification further than tins in the same bmicb of tvork, 
parti} because tliey fear it might enable the employer to 
baigam w ith bis men as indmduals under the cover of offenug 
them woik m a lower grade 

The difficulty is a real one , but perhaps Unionists w ould 
make gieater efforts to overcome it, if they iiialized fully bow 
which would dunmishes the National Dmdend, and 

diminish in- therefore in the long run the averacro avnges 

constancy of \ . .a 

cmplojTnent in tiiroughout the country For oien wlien trade 

«m^and''°“' ■*' a stiiiinlus 

*" exertion closer at band than the fear of beuig 
left out of employment when tmdo declines, and 
'when it does decline, the employers Imio to dismiss more 
men, and to dismiss them earher, than would bo necessary if 
their wages were graded accorflmg to their efiicieiicy Tlio 
Ml extent of this eial is not readily percen ed for men look 
cluefly at their oivn trade, and they tlimlc that, if there is 
ess one y one set of men, there will remain more to be 
one y others 'WhUe some fall into the ever-recurring 
fallacy that there is a fixed Woik-Fund, many forget that the 

tall ns mndT^ta^wlmn tlint orduinry men wall do more than 

ttey oreTnS b^Sie ^ “ fl****- os wliea 
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'demand for tlie goods and services of each trade and pro- 
fession comes solely from the products of other trades and 
professions, and depends solely upon their activity , and that 
therefore by cuttulg short the period of activity of one trade, 
they tend to throw others out of full work sooner than would 
otherwise Jiave been necessaiy, that thus tiade depression 
spreads and causes fuither interniptions of woik, which agam 
act and leact on other tiades In fact, while the growing 
expensiveness of machinery and the grovung breadth of 
markets give nse to strong forces constantly tending towaids 
increased regulanty of eihployment, the haste of some Umons 
to put their minimum rate of wages a httle too high foi those 
fiien whom the employer is not veiy anxious to have except 
.in piosperous times, is one of the chief modem hmdrances to 
settled conditions of woik* 

§ 12 The system of piece-woik is seldom found in the 
finest and best of industiial relations The most careful 


^ It shotild however he noticed that many Umons admit of classification to 
this extent that the vanations in the minimum wages demanded by the 
different local branches are yery great There is no TiniTerBal n 2 le> hut e 
general mlo is that the nunima are highest m and near London, and nex 
in the mannfactnmig districts, and that they gradually decrease wi e 
<b3tance from any great centre of the trade where a high standar o n'or 
IS needed and paid for Thus the Amalgamated Society of Carpentem ana 
Jomers reported m 1888 minima of 20s m Penzance, 22s m Barnstaple, 2os in 
Taunton, 288 m Bath and TVorcester, 31s m Bristol, 36s m Bimungham and 
Manchester, and 428 m some London suburhs „,„aP 

Where the wages are high, the standard of efficiency which a 
attam m order to earn the current wages of the district is hig , , ^ i- 
member of the Umon at Bristol cannot get 81s a week, he will be ^ . 

vork for less there, but the Umon wiU pay the expense of his gomg, 
Taunton where he wiU he able to get employment at the 
Uie other hand an exceptionally able carpenter m Taunton is i ® J 
to Bnstol or London to get higher wages By thus sendmg m lielnme 

places where the standard of efficiency is low, and mdirectly a „g<n„te 

efficient men to go to places where it is high, Umons ten P 
local mequahties of efficiency and therefore local meauahties of 1^ ^ 

A proposal is now nnder consideration m some Unions , gf 

trades to admit a httle more classification even with regor fiLeible for 

aame Branch, m order that a larger percentage of workers may be ehgiwe 
adnusBion to the Umons of their several trades 
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and artistic work can seldom bo niuisured by it , and in 
many trades, cspecinll} small trades, the Mork 
notsuitedtoaii vnnes SO much £iom bench to bench and from 
day to day that no regular tariff can he devised, 
and piece-work degenerates into contract uoik, in Mhich 
the individual norkinnu has to bargain alone Avith Ins 
employer 

But in the majority of trades, the a nrious tasks c in 1)0 
But In others It accumtelj , and when a list of prices for 

has great ad- them IS agreed On, the emplo} cs grade theinsth PS, 
vantages present an unbroken phalanx in Ixir 

gaimng Anth their employers Piece Avoik adds to the AAnges 
of the mdustnous workers, and it checks those habits of Inlf- 
hearbed woik, which flourish m caci'a rank of life A\hei-e the soil 
isfaAourablc In man} trades hoAtcAci for aa Inch it is appa- 
rently well suited tlie Unions eiiher prohibit it, oi at least 
ai ow dislike to it 

In some cases this is caused Ij} an imduo eageiuoss of 

Causes of dis omplojon to loduco piece w oik rates 

like to It Avhen tho} liaAo thouglit their men Atere taking 
too much money liomc tsomc Avorknien oppose 
It because they desire to take things easily, and hnAe pel haps 
a latent dislike to bo graded according to tlioir ineiits And 
some oppose it because they think it makes woik SC Xl-CC; 

y in ucmg men to get through moie of it than they othei w ipc 
Avouid , and heic again comC m the combined effects of a little 
trade selfishness, and the fallacy of the fixed Woik-Fund 
ei aps these imperfections of iiumnu nature, luthei than 
Unions not Unionism, are further to be held responsible for 

*.raua“ibfo?o; thera may be for the complaint 

this some Unionists urge then fellows not to 

exert themselves oa cr-much and absorb work that 
others might be glad to do' 

Unionist rM Not workaliops 

u iMOT unionist nlfte. social presraro is bronghl to bear on any one 



TRADE UNIONS 


383 


§ 13 The old doctrine that where theie is a will there is 
a -wav, IS well illustrated by the success with 

*' 1 1 i. i Tradesthatare 

which 1 those trades, that are niucli subject to much subject 
,the bracing action of foreign competition, have 
grappled with the difficulty of making Union 
action effective on behalf of the employed, and yet neither 
generally vexatious to the employer nor expensive to the con- 
sumer, The trades which make largely for foreign markets 
are more unifoiin in their methods of organization than 
many othei’s They not only buy their materials but they sell 
their products a ery much in open markets , and special trade 
' connections and trade secrets are, as a rule, of 
comparatively small importance in them and adopt ai^ ^ 
.these conditions hn\o of course facilitated the 
mmute classification and gradmg of different 
tasks But there have been moie powerful causes tending m 
the same diiection For a quick nemesis has followed on any 
quarrelsome or obstructive tendencies that have hindeie m 


ylio works 80 Lord ns to set a standard of work Iiiglior au nressore' 

®d Tjo doubt the presence of a Union element may lucrenso , 

Again a foreman, if a member of tbo TJmou, is Bomotimes ap o 
faults of UiuonistB, and to give them an nndiio pr got 

houmuomsts The control of a branch of a Union ” -^yg„egfor 
.into tbe bonds of men who linvc nsed its mncbiuerj to o ,vbich they 

.very UtUe work, and tbongb such cases are ra^, "'"arUofwlucU 
. cause 13 perhaps greater than that doe to other kmds 

- have attracted a larger share of pubbe attention , oa indicated lu 

There arc general rules agonist worlnug o>ertime , bn of the 

, tbe last Chapter, if moderate in character, they prom Overtime is 

worker, and arc not minnous to production in the „nme strong and 

Eometunes forced on an unwilling employer by the reso vo Avhom 

able men to get v ery high wages at any coat They 1 gnd their 

bo can depend most m n difficulty , so he is nuTions nouositiou of the 

^ individual demand for overtime overrides tho collec i P 

Union to it rv narrowly mdeed 

Some Umons have hard and selfish rules limitations 

. t themunhor of apprentices, and other learners The e ^jg cases they 

have already been discussed, Bnt it should he ad e nnmloyers nho get 
i We prompted, though not instifiedjhy tho action o . whom they do 

bad Work doue at low wages almost exclusively by learn , 
not endeavour to moke any provision at the end of their 
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any n ay, direct oi indirect, the full efficiency of the human 
energies and the material capital imested in the trade, and 
any injur}’' that a union may cause to the employers, not being 
capable of being passed on to the consumers, acts quickly on 
the supply of capital m the trade, and therefore reacts quickly 
on the -wages of the emplo} ed 

In trades that are largely subject to foreign competition, 
theiefoie, those union officials -Vi’ho most fully 
and employed i-ealize the fundamental solidantj- between the 
co-operate, mteiests of employers and employed, and who 
oppose aU demands winch n ould needlessly hamper production 
or mffict loss on the employers, are those whose adnce is 
found to bear the test of experience best their influence 
generally mci eases, and their character spi’cads itself over 
the TJmonu klean while similar causes tend genemlly to bring 
to the front those employer's who giie the most moderate 
and prudent counsels, and whose relations with their employes 
are most cordial 


The workmen m these trades uere the first to welcome 
and form machinery, and to accept pajunent by the pieca 
Boards of And the employers m these trades were the first 
to welcome Trade-umons, -to enter uito negotia- 
tions with them, and to arrange coujomtly ivith them Boards 
of Concihation In these Boards an equal number of repre- 
sentatives of employers and employed meet on equal terms, 
they discuss now the mmor details and now the broader pnn- 
•ciples of wage-arrangements with reference to the current con- 
dition of trade , and when they can agree, as they generally 
■can, their decision is m effect bmding on the whole of their 
trade in then district. 

The character of then agreement vanes -with the nature of 
the trade , but in all cases they aim at grnduatmg the pavme t 
to the difficulty of each particular task, takmg account in 
cases of differences in the character of the raw material 
phed, and in others of the delays caused by workmg 
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imclimcry tlsnt jn\t tHt‘ vorj JiujiwM.’mcnt*'. And 

ia *^Avnt' tTOio<i tlif s arrauj'b Ijst^ of llip j*rict‘S to he paid for 
'’adi (if nmnt thousand ddVrent 

Amngcmrntc of Uuk kind, and < \ca the ituicli lo<sS pntm 
f-ifl(it% exjvHheiit of wuision.vl tij>penls to Arln- 
inviif'H, do not Mork on*:!!)' mthont tlio md of un”ons often” 
flrong CT^mmVu^n on uthci side. Little hut 
mi‘=t'luef imf(M?d Winu'^ from a v eak Union, al(\ a} •; 
i^d'v t<i intorfore, hut seldom Jihlu to secure the fiutliful 
taming out of nn agriHunent, to winch it-s oirn olheers Imae 
a party But a strong Union, guidid b\ able and far- 
s-'Miing men who liaM'a gnue <;ense of responsihilitj , is found 
to rnnhlo a fe\v- niimilos* (juiei con^ersatlo^ to settle inmiincr- 
ahle jiettt disputes that m old times would base caused much 
deln\ and avony* and loss ot mutual good feeling And, when 
the tune comes for great changes in wages cither "wa}, the 
cav'; is aipied out by those who know exactly what arc the 
points of difficulty; and who, though there must be in 
the Iwtkgronnd an appeal to force, will yet ha(c recoui-so to 

^ 111 the cfvil and iron tmilcs these payments are ponietiuiPR made to vary 
py a <;eafe with the price «t the product Tlic btnndanl pneo and the 

Maudard wnsto are ruanth lahen ns those prcvnihiifr at a date at which the 
enuditioii of trade is recnpniicd hy holh •lidcs to ha\o been iionnal, and it is 
^reed that for every nse or fall of the jirise nhoi e or below its Htandard level, 
^ges should rise or fall nliove or below their ptandard level liy a corresponding 
Lit pcnorallj smaller percentage The jH'rcentago is generally smaller to 
eorresjioud to Iho nnlnrnl and licnuflccut tendency of fluctuations of wages to 
1*0 less in extent than thoso of pnccs (Sec Book n Ch vin- § 6) The 
Sliding Scale, when working at Its best, arranges Uiat those influences which 
Rbort period fluctuations in the prlco of a commoditj are bound to oxorciso 
on Uio eniTcnt wages of tbo labour by which they aro made, shall work them- 
pebiiSjont smoothly and cofoly But the basis of the Scale needs to ho 
changed from lime to tlino to corrc3i>ond with altered conditions of trade, of 
Jiroduction, and ot the Inlionr market generally These changes at rare 
Intervals give effect to the influence which the supply price of Inhonr exercises 
in Itmg periods on iho pneo of the commodities raised by it There aro 
however pjieeialdiClenltiea connected with Sliding Scales, some of which arise 
from the fact that in many of tho trades to which they apply, foreign compe- 
tition is only a partial regulator, and something approaching a local monopoly 
is not rare 
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mdustnul war onl} as a lost resource In such trades we may 
conclude confidently that Trade-unions on the w hole facilitate 
busmess ' 

§ 14 Othei trades in iwhich many able employers aie not 

A strong Union soiry to be confronted by a fairly strong Union, 

who'ie'heipf^' tliose in Yrhicli the labour is not highly 

in a trade in skilled or speciahzed , and the employei'S, know - 
which it can- , £ j f j. , 

not become too mg that ui Case of need they can bring in fresli 

strong labour from a distance, ha\ e no fear of losing the 

effectiie control of their own businesses In such cases tlie 
ible and prudent Union leaders, ha\nng the confidence of 
their followers, and bemg able to make practically binding 
contracts on their behalf, maj saic more trouble and woriy 
to the emplojoi in small questions than they cause in large 
ones , and tliey are more likely to hinder than promote such 
aggressive action as would force the employer to extiome 
measures Jlany of the firms engaged in these trades aie 
laige, and use much fixed capital, tliey buy and sell eveiy- 
thiug m large quantities, and would be wilhng to pay a 
little extra for anything, laboui included, to save them- 
se V es the time and expense of making many detailed bar- 
gains But while the employers in such cases may welcome 

pr^ence of a Union so long as it remains of moderate 
strength, their attitude would quickly be changed if any 
grea measure of success should attend the endeavours that 
F^eraOons bemg made m these vmry trades to revuve 

nnri 1 1 ®^tend old projects of Federation of Unions, 

irresistible by the use of the modern 
weapons of sympathetic strikes and boycotts-” 

Ills employes fhe agauist one of 

mveshgated tlie matter Union secretary , and lie having 

penalty of losing the support of the Bm ^ default under 

^ All intereatiiiij Listorr nf 

Trade Cotmeda and Trade union attempts at Federation ns well as of 
of OtipiJal and Lahour, Ch i given in Mr Honell s Conflicts 

' ^ Throughout it all we find evidence of the high 
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I lo The distuibing effects of Tiade-umou action are 
probably seen at then nin\iinuin in trades ■\vliich have a 

«lncatJOn that Unionists nrc (Tcnnng from nil tlieso lanous forms of 
osswinlion Tlioyliclp ilillorent trades to outer into one onotber’s ibfliculties, 
to bring to War on one another Ibo force of a pnbbo opinion, ivbicb, tliongh 
often one billed, is on the whole benofleini, and lastly to smooth away any 
quMTcls vrhich nmv arise hetneen diiTerent trades, especially with regoi-d to 
apparent encronluncntB by one on anothei s proMiicc For snob quarrels are 
as frequent among modem Unions ns thej were among mediaeval Gilds Tlie 
chief discussions at Trade onion Congresses linvo liow os er related to Industiial 
Uegislatiou , on wliich they have exerted a great, and on the whole ahenedcinl 
mflnenco 

It is loo early to form n sound judgment of the more anibitioas new schemes 
forFedemtion Under Uio gnidanee of able and resolute men they change their 
shapes rapidlj to a\ oul first one difiiculf v and then another it is possible they 
may attain n power, tliat w onld at present api>car fraught with some danger 
to the State, and yet use that power with moderation If so, thej will do 
nmeh tewnnls clianguig (ho course of mdnstrial history For thej aim at 
little less than controlhng the general conduct of hnsmess in the interest of 
the worhots, jnsl ns mnch heing allowed to the cmploj ers (that is to capital 
niKl business power) as is nccdeil to avoid greatly chtckiug the bupjilj of 
capital and, the nclivitv of huaincss 

The mclhoil by which they propose to nttniii this result is generally to 
Huhmit overj diS]mto to the supreme Conucil of tlic Federation, who are em 
poaered — in some cases subject to the exphcit consent of the several Unions 
— to declare war agauist the firms wlucli resist their decrees The council 
may, for mslnnce, order that the Federated trades shall not handle any gooite 
eotoing from or gouig to those firms or oven that they sliall not work at 
for anv employer who refuses to cense dcnhng with those firms The po cy 
which they propose is one requiring giaiit judgment and self control , 
that hav e not been shown in some of the recent v entures of such Fo era ions 
in Ulionca, Austrohn and England Bnt men learn by espenenco 

In some recent scliemes for an alliance between Co operators and e 
unionists m England, it has been proposed that co operators shon ny no 
goods that did not hear a Trade union mark It is certaui that at present 
the worst conditions of labour aro generally found among those w o ar 
making goods for the consumption of the working classes thems ^ 
m quite nght that they, and other people, should as for as 1*°®®^ . 

Parcliaiing goods made under these conditions Bnt it is p strong m 
put it In the power of a Union to destroy the trade of an emp 
^und that ho does not conform to their requirements, withou m 
hat those leqmrcments aro such as it is to the public luteres 
, Errors of this kind wiU how ev er correct thomselv es in tune re > 

together wiib some little harm onel perhaps injustice, good ,.nn<<nmers 
™ attempt that calls tlic attention of the working classes as cons^^s 
to the ultunale effect of a policy, of which tliey are apt to see only 
wlieu they approach it os Trade unionists 


25 — 2 
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monopoly of some special skill, and are not mucli influenced by 
the fear of foreign competition It is m some of _ 
binlti^ns'in"’’ tli&se tmdcs that a bad use of Tmdt-nnion forces 
l^t'hsubject IS most likel) to show itself, a use that injures 
to external employei's in the first instance, but in the Jong 
compcUUon clucfly at the expense of the general public 

And mdeed it is true now, ns it was in the time of tlio old Gilds, 
that in a trade which has any sort of monopoly, natural or 
ai*tificial, the interests of the public are apt to be sacaficed 
most, w hen peace reigns in the trade, and tmploj oi-s and em- 
ployed are agreeing in a policy, w-hich makes access to the trade 
difficult, stmts production, and keeps prices artihcmllj liiglu 
§ 16 So far wo lia%c discussed tlic inJluonco of Union 
action on geneml w ages, w itli reference to the question whether 
on tlio balance it renders business more difficult and uncertain, 
diminishes profits, and lessons the supply of capital and the 
eneigy of business men But wo have not yet considered the 
strongest grounds of the claim made by Unions that thej do 
not on the whole lessen the National Dn idend, and therebj 
bnng into action forces which will render fntdo their efibris to 
raise wages Wo baxe still to consider that the strongest 
But Unionism daim of Unions to sustain wages depends on the 
mustbejudged influence they exert on tlio character of tho 

mainly by its , , 

influenceon w orkers thcmsehes , tiiougli then position is not 
of the'wor'kere ^ Strong as it might ho made by the abandon- 
ment of all regulations and practices wliicli 
needlessly limit tlie number of learners in skilled trades, or 
tend to deprive the workers of a good opportunity and a 
strong motive for exerting tboir best abibties to tho full extent 
that IS compatible with a due amount of rest and leisure 

It IS true that Trade-unionism has already done much of 
Unions found wolk in tills direction It found even tho 

l^Wle independence and self- 
respect, incensed against liis employers, but with 
no well-considered policy foi compelling them to 
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treat Imn. as an equal ^\ho liacl something to sell that they 
' •wanted to buy Tins state of things -u'ould in any case have 
been much modified by tho increase of wealth and of know- 
ledge', which, together with the cessation of gieat ware and 
the opening of our markets fieely for the workman’s food, 
■would have taken away much of that want and fear of hungei 
'w Inch depressed the physique and the moral charactei of the 
•working classes Unions haie been at once a cluef product 
and a cluef cause of this constant elevation of the Standard 
of Life uheie that Standard is high, Unions have sprung up 
naturally , where Unions have been stiong, the Standard of 
Life has generally nson , and in England to-day few skilled 
"workers are depiesscd and oppressed' 

But there still remain tmdes in which special causes have 
lowered the independence of the workers and 
induced them to submit to conditions of hire 
and conditions of work, which constantly press 
them downwaids Selhng their labour ■snth- needed 
out any effective reseiwe to employers among 
vhora there is but little effective competition, they have not 
partaken in the general progress Relatively, if not abso- 
lutely, the place of their labour has fallen and yet it is not 
always clieap to the employei , foi long years and m some cases 
long generations of poverty and dependence, without mow 
ledge and wathout self-respect, haie left them weak anc 
unprofitable workers and it is in relation to these c asses 
"that Trade-unionism is doing its most important work among 


the present generation of Englishmen 

Its work has been successful in proportion ns i 
resisted the temptation to go counter to the economic oices 
of the time, and has directed its chief efforts to giving m 
a new spirit and a trust m and caie foi one ano er, 

1 TiU recently workmen snllered much fawT 

masters Unions Lave checked this partly Ly explaining 
man and putting it in force for him 


sno BOOK A I C« \I\ ^10 — lb 

iiicitinj; them to )i\ail tliemselvcs ni tno'-o fmnojnio forct 

tint can be uncle to ^^o^k on thcor side 

Thus for instiuice under the, old n.;jinie at some of the 

, . , London Doths, the jne' liable uiicetiatnt\ of 

Lrabour at the ' • 

Docks under ciujilo} iiK'iit wlUJ jucrpisecl through IniK of dm 

thcoldricime ^ wailUlj; nbout 

needlc'-sh for the chnntc^ of an f>dd job, till their spint. 
VIS gone, thej tunml lh<‘ir little cirnttitrs to bncl 

account, and tluj wire at onti among the most niisemblo, 
and the dearest vorkers in the couiitn A Tmde union giving 
them some conlidence in theiiif-fltes and their fellows, insisting 
on tlierenioial of conditions winch were vert injiinnus, nnd 
hnilh aj)i)eahng to puhlu sjinjntln for funds is hn h enabled 
tliem to put a lexers c pnee on their labour, was able 
to gise tliein a svonderful 5t irl and though thfj hnse 
not in esers ulsc known how to us{ tin ir victors, with 
modenUion and wisdom, this an imw on a Ingltei Jtsel than 
before 

Tlieio IS an almost e<|ual wasn> of huiimn life, though of 
So called another kind in aonie othei industncs, aiish as 
trader*"^ nail-inakiiig, and hand sess nig, m which old- 
fashioned metho Is s ainU struggle for life Tlies, 
are the uidustries m which the 0 Mls’.,f the so called sweating 
sjsteni aie greatest, and the workers are most lielj.less The 
forces of the tune are mov mg them slow Iv on to K-tter methods 
o work and thtitforo higher wage, hut, if thfj csjuld take 
combined action, the movement would lie hastened, and the 
growth of Trade unions among them would bo parth i result 

and paitlj a cause of their nse from thcr j, resent 'low state 
to n lugher one 

The! i:n>onisni to 

nidthatu^ioL er services of this onler to skilled workmen, 

for them 

chara„„of O'odb all aan, and most of them in fact do, 
oaoa.,t.„, oaoroise an cloialiiig In p„n,sl„n^ 
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any member who conducts himself badly, or who is frequently 
out of employment from excessive drinking Theie is much 
moral strength in the esj)r%t de corps that makes a man anxious 
not to bring disgrace on his Union, and m the lust pnde 
inth which he contemplates the provision that its Benefit 
and Provident Funds make to secure him from needing the 
aid of pubhc or private chanty 

The better the influences which Umons exert ui these 
respects the more likely is any increase of wages 
' that they may obtam, to be turned to account in 
promoting the industnal efficiency of the present wages 

and the coming generation of workers In so permanentij 
fai as they do this, the Unions have an effective 
answei to the argument, recently given, that any check to the 
' growth of capital caused by a nse of wages at the expense of 
profits 18 hkely to be cumulative If they do what they can 
to make labour honest and hearty, they can reply tliat an 
addition to the wages of their trade is as hkely to be invested 
m the Peroonal Capital of themselves and their children, as an 
incroase in profits is to be invested in Material Capital that 
from the national point of view persons aie at least as le- 
^munerotive a field of mvestment as things and that mvest- 
uiente in pemons are cumulative m their efiects from yuui to 
year and from generation to generation ^ But this answei is 

uot open to those Umons, or branches of Umons, that in eflect 
fostei dull and unenergetic habits of work 

§ 18 It would be a great gain if the net influence o 
Unions on wages could be clearly traced m difficulty of 
lustoiy But this cannot be done For many 
of the most important effects of Trade-union unions by di- 
, motion aie so remote from then causes as to 


escape notice, unless they are carefully sought 

out , and even then they are so intermingled with the e ec s 


See above Oh rv §§ 1, 6 lu Englftnd, and to an even 
mca, the material savings of working men are themselves co 
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of other and, m some cases, more powerful causes, that their 
true meamng is not easily read* 

Let us howe\er consider the relation of Trade-umons to 
some of the broad mo%eraenfcs of waces noticed 
wages In m the fii* 3 b half of the preceding Chapter Tmcle- 
countries Unions hat o boon stronger in England than on the 
Contment, and in America , and wages have been 
higher in England tlian on the Continent, but lower than 
m Amenca Thoir strength in England t\a.s partly due to 
that force of character, tthich ttns the cluef cause of the 
excess of English oter Continental ttages Their tteakness 
111 Amenca tv as partly due to the very causes that made the 
ttages of the Amencan working man so high, tnz. his restless 
enterprise, his constant opportunities of bettering himself by 
changing his abode and his occupation, and the abundance of 
land on which he could settle as an independent owner The 
highest ttages of all that the world has known have been in 
some parts of California and Australia , but they were due to' 
causes which excluded the action of Unions Gradually leal 
wag^ m those places hate fallen— perhaps not absolutolt, but 
—relatively to the rest of the Western tvoild, and in their 
^11 e to letard that fall, men have betaken themselves to 
U monism of a specially active and adt enturous character But 
It IS not easy to deude whether m so doing they hate not 
checW the s^rth ot tragee l,y .etaAeg the mfl.ut of 
mp.tal, a. much as they hate incroasod ,t by modifying „i 
them OMU favour the duSnbution of ll.e joint of 

111 S^otl*^ nages ivore veiy Ion 

mee^^iftri “ * T”]' S"”™’ tondoney of local 

Sn. ™ and n. ep.to ot the fact that 

Unions are ™ker m Scotland than m England TTuionnan 
m however growing fmit ,n Scotland , and 10 %,°^“^ ^ 

Comporo Uie footaote on pngoa 856, 856 
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whicli the Clyde has great natural advantages, ‘Umonism is 
as strong and wages as high as in England. 

Again, those occupations in which wages have risen most 
in England happen to be those in which theie 
are no Unions they are those kinds of domestic wages m 
service and those employments for women and different 
children m which there has been a great mcrease 
of demand, while the increase of supply has been checked by 
the gi’owing unpopularity of domestic service, and the unwi l h n g- 
ness of the better grades of working men to let their vuves 
leave home and their children leave school early Agam, few 
of those blanches of skilled labour which have had strong 
Umons for the last fifty years, can show as gieat a nse in 
wages as has been secured in most unskilled occupations in 
which physical strength is required, even though they have 
hod no effective Unions 

It IS true that Unions claim to have made life more 
pleasant m manufacturing and other industries, 
and thus to have inci eased the mducements 
needed to keep people in domestic service And unions on 

1 » ^ n TT i wages is 

it is further true that, in so far os Umomst united 
action may have raised the general le\el of hfe 
of some classes of workers, it has helped to laise the mtelhgence 
and chaiacter, and therefore the wage earning powei of then 
children, among whom are many domestic servants But, even 
if we take an optimist estimate of these influences, such facts 
as those just quoted prove that the direct influence of Unions 
on wages is small relatively to the great economic forc^ ot 
the age They prove this, but they prove no more than this 
' And on the other hand the advocates of Umomsm can 
biing foiwaid a long senes of facts to prove that 
.when a companson is made of wages in two being equal 
sunilai trades, or in two branches of the same wages in 
trade, oi in the same branch of 

ni two places, if it so happens that neitne i relatively to 
them IS favoured relatively to the other by the others 
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economic changes of the age, then that one ^Inch has the 
stiongei Unions has almost invnriablj tho higher 
and that one in which the strength of Unions is increasing 
most mpidly is that in m hich wages are nsing fastest’ 

Such facts proce that, other things being equal, iwiges in 
trades in which theio are strong Unions are likelj to be 
higliei than in those in m Inch there are not But they do not 
affoid a conLlusive answer to those \vho liold that a Union can 
obt nil a relative rise in wages in its trade oiilj by means 11111011 
indiiectl} cause a greater loss in other trades, and that 
therefore the effect of Unionism is to lower general iiagts 
It should also be noted that all such facts lose some of 
their significance, v hou it is remembered that a i ise of wages, 
e\ en when caused by a general increase in tho prosjientj of a 
tmde, is nearly always followed, as statistics show, bv an 


Uaions, in iibieh the rise of 
nX, Jl n " '’y <=‘”’808 whicb may casAy oscoiie obsorrntiou For 

‘*’0, ’'“Ses of compositors lias been hiudercd bv the 
rrei mts ^hilo it much increases Ibc demand for their work, 

' nine tlieir wntine from liannp any longer a monoiwly 

Tbo are nff„ 7 fT “> ‘ho incomes of clerk4 

founders wern^i ^ oause bnt liavo no Union Again, skilled iron 
a Inch rennimd y stmek by the imention of macldnerj, tlio use of 
lOi a dav at irniTf*^^ ^ ysictU strength, and enabled many navnos to cam 
the IroufoimdBra' t 1 m°*' tbe leij tune when the Unemployed List of 

of Trade as strone 1 ^ l^ted before tbo Commission on tlio Depression 
tile engineers ba^ ° gro^g dearth of employment And again, 

notlimrorThosrwl^l’ “'""■"‘’“y ■“ from tlio fact that-to 
increase in the immliBr r Union standard — there is a constant 

simple work in the manaenm themselves to comparatively 

rouL men Tlia nvn <’‘ madimes, and are not highly skilled all 

trade‘s rbi^ ^am” ‘^S^^dr ^ 

in smaU, bnt lugh class buMesscs^ delicate and varied work 

members of tbo Umon at all and u. many of these hou ever are not 

(■alialeier they may Lave done in tn .’’’h® m:^> mie very little at present 

the demand is increasing much faster tn ^mnehes of production for which 
They aU have very strong and well manneed^T? ‘he population 
contend with strong and not very obvious have to 

mimmtun wage ^ envious hbidrances to a rapid rise in their 
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them more rnll.ng os «U ^ mo«^aWo 

IS,"* 'nhoso -SoTre quoted for admr^.on l.y ea.omg 

the standaixl ^ ages cfntmtics is then in- 

S 19 The diteet. evidence of wage statistics 

1 Tliif nn the whole, they tencl to General 

conclusive But, on ttie wno , j ^ eondus.ons 

confiiin the conclusions to which ou „ 

reasonings seemed to pomt, and v'C ma) 

sura them up , . i ,vo,kers, by 

In trades which have any sort of the ev- 

hiniting their numbers, may seciiie v - y d . com- 

pense partly of the employers. ^ „aml,cr of 

TOumty But such action genera y ^ 

skilled workers and in this and ot ei v aj 
gregate from the .«1 wsig- of 

those of M orkers inbide and thus on ^tmn of this sort, v' o 

V ages Passing fixim selhsh and exc iisive a^^^^ gj^imug with 
find that Unions generally can so aiTanj, ^ „cs 
employers as to remove the special Jsadva o influence^of 
undei which workmen would he if bargain o r- 

uidmduals and without leserve, an ticuiartra 

seq^ueuce employ ere may sometimes l,ifrhei vages than 

„o£ least resistance m paying use much 

they would otheiwise have done divert a gieat 

fix^ capital a strong Union may really » Quasi-rent) 

,part of the aggregate net income (w nci tians- 

to the woikors , hut this injury to rebound, i educe em- 

mitted to consumers , and partly, y ^ have caused 

plojTnent and lower wages Some o changing then oc- 

this result, may escape it themse v es competition 

cupation or then abode. But in tia g quickly and, m 

from a distance is effective, the nemesis dien eneigies to 

^ these trades more than others, Unions 
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jnnuitnining a jnodcrate Jcvfl of Mages bj means tlmt do not 
Iminpci production Other things being equal, the prcHinco 
of a Union in a tmclo raises Mngca rclatiMl) to other trades. 

But tho influence mIiicIi UnionK overt on the avenge level 
, of viages IS less than uouhl !« inferretl by look' 

Influence of ° . 

Union Bction ing at the influence which thev exert on wages. 
eenera”it» particular trade '^\^len the mensurcs 

drawoacksnnd .\vhich thcj lake to raise v\agts in one trade have 
the eflcct of rendenng buRiiicss moro dltficult, or 
anxious, oi impeding it in an} other viav*, tlmv nio likelj to 
diimnish emplojmcnt in other Imdcfi, and ilnistocausen grcatei 
aggregate loss of viagcs to other trades than they gam f<'r 
themselves, and to lower and not raise, the average level of 
wages ]‘'or a fall in tho rate of pnifits everts an influenec that 
IS I'cal, though less than used to bo once sujqKtscd, in cniUjUig 
capital to emigmtc oi ev tn to l>e consuraetl, and in cnu^^Ig men 
of business nbibtj to emigrate or slacken tlieir onorgn-s , and 
this influence is cumulative 

The power of Unions to rano general wages b) tbrcct 
means is never gioat , it is never snthcient to contend success- 


fullj wntli tlio gonenil economic forces of tlie age, when their 
dnft is against a iise of wages But jot it is sufllcient 
materially to benefit tho workei, when it is so directed as to 
cO'Opemte with and to strengthen (hose general agencies, wddeh 
are tending to improve his position morally and cconondcanj 
And ifc wall be so directed if tbo follownng conditions are 
Conditions satishceh Ibi-slly, Unioiis must aim at making 
UnWmoy ^asy and certain tins is nl ready done by 

permanenOy formal and informal Boards of Conciliation in 
^MEenerai gome trades, especmilv such as produce largely 
foi foreign markets Secondly, they must aim at 
raising tho Standard of Life among the workers of the present 
and tho coming generation by fostering habits of sobnoty and 
honesty, mdependonce and self-respect this is done in 
eront egrees by all Unions , and w hatov cr influence they 
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exert; on this duection is cumulative Thirdly, they must aid 
as many as possible of the using geneiation to acquire mdustnal 
skill, and to join the higher paid ranks of labour this calls 
for some self-sacrifice, and is inconsistent with any attempt to 
raise very high the wages in skilled trades by makuig the 
entrance to them artificially difficult Fourthly, they must 
stnve to develop the great stores of business powei and m- 
' Ventive resource that he latent among the worbmg classes, so 
that, production being economical and efficient, the National 
Dividend may be large , and that, busmess power bemg cheap, 
and the share going as Earnings of Management bemg 
relatively small, that which remains foi wages may be high 
The trammg which XTniomsts get from the management of 
TJmon afiau's, though highly beneficial to them as men 
and as citizens, is yet not exactly what is wanted for tins 
end But TJnions might do much towards it, by undei- 
taking particular contracts and even general business on 
their own accounts, and by aiding and promoting all forms 
of co-operative enterpnse, and especially such as open the 
greatest number of opportunities to men of natural busmess 
abihty to find free scope for their constructive and ongmatmg 
faculties' Fifthly, they must be always specially careful to 
avoid action by which one class of workers inflict a direct 
mjury on others. Contests between TJnions contending fot the 
same field of employment — ae foi instance betiveen IJmons of 

^ Tims sacnflcing the shadow for the sabstance, they sboold where 
necessary, relax, the rigid forms of some of their own rules m favour of small 
Eeuume co-operative productive societies in the few trades m which such 
swieties can snccessfnlly contend with the great natural difficulties by which 
wey are opposed And m particular they should encourage productne 
ranches of distributive stores in which responsibihty for risks and poiver of 
experiment are very nearly in the same hands , and in which the bnsin“ss 
energies of men of the worlong class can be vivified and prepared for takmg 
an important part in increasing the National Dividend and dimuushing the 
share of it which goes os Eammgs of Management (Some aspects of this 
question are further considered in an address by the present wnter to tiie 
Co operatiYe Congress in 1889 ) 
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ship-wTights and caipenters, or plumbers and fitters — attract 
then full meed of attention , but more importance really 
attaches to tJie injunes winch one trade inflicts on others by 
stinting the output of the raw matenal which they liave to 
use, 01 by throwing them out of woik through a strike in 
■which they liaie no concern 

^20 As Mill says “ Except on matters of mere detail, 
Connection perhaps no practical questions eien 

between me among those Avhich appreacli nearest to the 
economic cUaractcr of pure economic questions which admit 
proMem°*^^' being decided on economic premises alone,” 
and it IS alike unscientific and injurious to the 
public w elfare to attempt to discuss men’s conduct in industnal 
conflicts without taking account of other motives beside the 
esire for pecumaiy gam The woild is not ready to npply in 
practice principles of so lofty a morality, as that imphed in 
manj socialistic schemes, which assumes that no one will 
desire to gam at the expense of an equal loss of happiness to 
otiere But it ls ready, and working men among othei-s are" 
ready to endea^oul to act up to the principle, that no one 
siou esire a gam which would invoke a veiy much gi eater 
loss of happiness to others Of couree the loss of £l involves 
much ess lo^s of happiness to a rich man than to a poor man 

fre n ? leosonablo to ask woiking-men to abstain 

rem a measure which would give them a net gam of £1 at 

'aL Z, »" -“ 60 . in the long run Eut 

TcoLf. n ”» Onion LuW „lopt 

La “Jwtti; "" T *-> -T™’- “ 

he "enemllv let + ^nges to others, and if this principle 

p'that stiU r^L'mLLrpoWoTuL''™ “T’’’ ““ *''! 
by such a ^ Unions can be removed 

<w„\,:.:rii7CTtr' 

teen ” 03 aell ns itso i Aeir action “which me not 

« uell os those Immediate resolts “which oM see,, ” 



TRADE UNIONS 


399 


Witli the^e reflections in new we m&y pass to sum up 
and develop some considerations as to the social influences 
and the ethical character of trade union action, which have 
already heen indicated Speaking broadly it may be said 
that trade muons hn\ e benefited the nation as well as them- 
selves by such uses of the Common Rule as make 
for a time standardization of work and wages , d^dization 
esiiecially ivhen combined with a frank endeavour 
to make the icsources of the country go as fai 
as they will, and thus to promote the growth of the national 
dmdend Any rise of wages or improvement in the conditions 
of life, and employment, Avhich they may obtain by these 
reasonable methods, is likely to make foi social vell-bemg 
-It is not likely to worry and disheaiten busmess enterpnse, 
nor to throw out of their stride those whose efibrts are niakmg 
most for national leadership nor ivill it drive capital abroad 
to any gieat extent 

The case is different ^vlth apphcations of tlie Common 
Rule which make for a false standardization , 

Danger that 

which tend to force employers to put relatively the common 
ineflicieut woikers in the same class for payment work for false 
as more efficient workers , oi which prevent any- 
one fiom doing ttork foi which he is capable, on 
the ground that it does not technically belong to liiin. These 
rises of the Rule are prwid facie anti-social Tlieie may 
indeed bo stronger leasons for such action than appear on the 
surface but their importance is apt to be exaggerated by 
the professional zeal of trade umon officials for the technical 
perfection of the organization, foi which they are responsible 

Anti-social again is the false standardization invobed m 
refusmg to allow an elderly man, who can no insistence on 
longer do a full standard day’s work, to take Ijjjgg^sfor 
soiuethmg less than standard wages This practice 
shghtly restricts the supply of labour m the 
trade, ind appears to benefit those who enforce it ut i 
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cannot permanently leatnct numboi's it often involves a 
heaiy burden on the benefit funds of tbo union, and it is 
generally shortsighted even from a purely selfish point of 
nev It lowers the national dividend considerably it con- 
demns elderly men to take their choice betv’een oppressive 
idleness, and a weary struggle to work harder than la good 
for them 

To pass to a more doubtful case — some delimitation of 
Delimitation the functions of each industrial group is essential 
of work ijJjq -ttorking of the Common Eule and it is 

certamly m the interests of mdustnal progress that every 
urban artisan should seek to attain high proficiency in some 
branch of work But a good principle is apt to be pushed 
to evil excess, v\ hen a man is not allowed to do a certain part 
of the work on whicli lie is engaged, though it is qmt© cosy to 
him, on the pretext that it belongs technically to another 
department Delimitation then, though a social good when 
applied moderately and with judgment, becomes nnti-social 
vhcn pushed to extremes for the sake of the minor tactical 
advantages winch it offers 

§ 2 1 Very httle has been said in the present volume as 
An illustration ^ deficiencies of pnee — that is, a certain 

of the depend- number of grains of gold — as a measure of true 
ence of ethical , j e i 

precepts on vaiue and therefore it lias not been possible to 
^quandty"’' discuss m the present chapter the difficulties 
which beset trade union regulations on account 
of these deficiencies. But a few words may be said on the 
subject here, though they are not strictly in place Bor the 
matter is very important m itself, and it lUustrates well 
the intimate dependence of defimte ethical rules on subtle 
economic reasorangs 

A man, v ho can perfectly control his horse, may properly 
nde in a market-place, though it would he wrong for a bad 
nder to wsk injurmg others as well as Imnself by taking a 
fiery horse there And in like manner the inherent imper- 
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ft'Otiwis ill price ns n. measure of miIuo may cause some 
‘^trhicont logulntions to bo on tlie balance anti-social^ even 
though they might ha\e v oikccl on the A\holo moie good than 
hann if thes could ha\e liceu expressed m terms of a bettei 
iiiensum of Milue St-nndai-ds of uages are expressed in terms 
of nionej : and since the real xaluc of money changes from 
one decade to anothci, and fluctuates rapidly from leai to 
)cir, rigid money standards cannot uoik out tiuly It is 
diflicult, if not impossible, to give them appropnate elasticit} 
and that is a reason against exti'cme applications of the 
Common Rule, which must perfoi'couso so rigid and impeifect 


nn implement 

31ic urgene^v of this consideration is increased by the 
natural tendency of trade unions to pi ess for a pj,rmai stan- 
riMi in Rtandaid money wages during inflations danis of money 

' , , , ' , , wages cannot 

ot crfKht, IS Inch miso puces and losser tno pur- foUow nuctua- 
chasuig jKiu or of moiioir for the time At that 
tune employers ma) l>c willing to pas high ^sagcs, 
measured in real purchasing pouei and still Inglior wages in 
terms of moiie>, even for labour that falls somevhat short of 
the standard of full normal efliciency Tims men of but second 
mte efliciency earn the high standard money v ages, and make 
gocfd their claim to lie admitted as members of the union 
But ^er) soon the inflation of credit subsides, and is followed 
hj a depression, prices fall, and the purchasing pouei o 
money nses ■ the re d value of laboui falls, and its money x a ^ 
falls faster Tlie lugh standaid of mono) vages, attained 
during tlie inflation, is nou too high to leaxe a good margm 
of profits e\en on the work of fully efficient men , an t lo^ 
who are below the standard of efliciency, am not woiti e 
standard wages Tins false standardization is not an unnmved 
^ exil to the efficient members of the trade for it ten s 
make their labour more in demand, just as does t le com 
pulsorx idleness of elderly men But it does so on j ly 

26 
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checking production, and tliercforo checking the denmnd for 
the labour of othei branch&s of indusLn' Tlic inon fuicli a 
policy IS persisted in by trade unions generally, the deeper 
and the more sustained is the injur} caused to the national 
dmdeiid , and tlie less is tlio aggiegate of employment at good 
wages throughout tlie country 

In tlie long run every branch of industr}' avould piO'^por 
All would cam ^^^ttor, if each cxortcd itself more sticnuously to 
b>*ab*°ad^d Several standards of clficicnc} for lalxiur, 

generous With contisponding standards foi uages, and 
were inoio quick to consent to some relaxation 
of a liigh standarfl of money wages when tlio crest of a Maie 
of high prices, to vhich it was ndajited, had passed away 
Such adjustments are full of difficulty but progi'ess towaitls 
them might bo hastened if there wcie a more general and 
deal appreciation of the fact that higli wages, gnined by 
means that hinder production in any bmncli of industiy, 
necessarily increase unemployment in oilier bmnehes For, 
indeed, the only effectne remedy for unemployTiient is a 
c^tmuous adjustment of means to ends, in such way that 
credit bo based on the solid foundation of fnirlj nccurato 
oiecasts, and that reckless inflations of credit— the chief 
hmit ^ ^ economic malaise rnny be kept wutlim nariower 


consumption is a contribntorv canso floin-cssion the flisorgnuizahon of 
of credit and of production a flio dLsorgnmnatioii 

of consnmption, ns lias been recentir 

to have penetrated below Uio surfatc of ftPP«ir not 

work to bo done by a study of tho mnnn ° I'o doubt tbero is good 

employment. But Uio mLi study clianges iii fnsliioii on 

dnctioa and of credit And tbon^eb^ ^ * Uwt of Uie orgnmaation of pro- 
brmgmg that study to a sacccssful Ismn succeeded in 

profomid obscurity and erer cbamnti(» f ’ fadurelies in tiic 

nay Indilforenco on tboir part to problem it does not lio m 

begmning to end is a study of tho mum^" Economics from 

production trhen the ono m under dmSon ^^ consumpUon and 

mscussion, the other is noier out of mind 
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Tims I’nioii polmy as n Nvholo is lllcol) to bo economically 
successful pnnidcd rnioinsts ns mein uluals and 
in tlmn* coi-porate follow the dictates of rpoSiuy'o'f 

morality directed b\ sound knoM lodge l^omc 
of file knowledge n^quii e<l is ensil) accessible some is dilhcult 
and some, ns lias pist Wen indicated, is not to bo attained 
fully on en W the most mieful study J3ut trade unions are 
dcrrnng an eser-inereasing assmtanco fi-oin public sympathy 
and jiuhljc eriliusm , and the moio the}' ovtend the spheie 
of (hen underiakings b} Pi delation and International alliances, 
the mon' dependent do ther become on tliat sympathy and the 
moie amenable to tlmt criticism , the laiger the questions at 
issue, tlio greater ik the force of public ojnnion Public 
opinion, UtSed on sound economics and ]usi morality, will, it 
nis} W hoped, become cxci moic and more the arbiter of the 
eonditioiis of industr} ‘ 

^ Tlic Ktrcn^’tli nnit tho ien}K)iiBibilit} of puMic oiumim ns ri>;nr(l tlio modem 
diwoloinniuts of trade comldiuitions of nil kinds nro disitTssetl ui nu ndditss 
*0 the pnwiit wnlcr to tlio Heonoimc Section of the Bnfibh Association, 
wlifdi IS rcimhhshed in the Jourmtl for Dec ISSO And smuetlmig 

further m »iatd on Uic incfttiing of tho jihrm-o ‘‘n fair rate of wages” with 
dS'cisl rofircnce to Conciliation and Arhitmlion in an IntrcKluction liv linn (o 
L Pneo 6 7itnir4ia tdf Peace Sto oDo htr Pigon’s Industrial Pence 
Prof AbhUo-'d irnf o/ xcane- niid Prof fTilniaii’s Afef/iofl'n o/Zarfastnal 

Pence TIio graitml liislorrof Unions is told in tho w ntings of Jlr and Sirs 
q cbh, Mr ITovroll niid "Mr Bnmctt, also in tho Beporls of a Committee of the 
Kationnl Association for Promoting Social Science in 1800, and of Uic Poyol 
Commission on Trades Unions m 1800—1 A great deal of infoimation beanng 
on till so and oUicr questions disinsseil in this Chajiler is pnbhslicd by tbo 
Cotnmission on lailionr , and ibo Pinal Jlcjiort lias tbo umtino authority den^ ed 
from the cooperation of employers and trade nuiou leaders of exceptional 
abibtyr and. cxjiericn rp 
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CHATTER XV, 

PROV^SIO^AI, CON’CLUSIOKS AS TO TIIF rosSTBILlTIES 
OF SOCIAL pnoounss- 


^ 1 Tjus study of Histnhution suggests that the social 
and economic forces already at ^vork arc changing 


social reform 

needs enerfry tlic distnbution of -wenUh for the Imttcr that 

nnd caution 


Social reform 

needs energy _ 

and caution . v.. 

tiu} nro pcrsistont and jneroasm" in sliongta, 
and that then intluenco xs for the greater part cuniulntnc; 
tliat tho socio-econoimc organism is more dehcato nnd compftx: 
than at first siglit appears, nnd that large ill considered 
changes might icsult lu graic disaster In particular it 
suggests that tho assumption nnd cninership by goicmmont 
of all the means of production, oien if brought nbout gradually 
and slonly, as tho more responsible “ CoJlcclmsts'' propose, 
might cut deeper uito the roots of social prosiienty than 
appears at first sight 

Starting fram the fact that the growth of tho national 
The economic depends OH llio continued pi-ogrcss of 

periiror’'* iii'ontion and the accumulation of o\pcnsne 
collectivism apphancts for production, wo aro Ixuind to re- 
flect that up to the present time nearly all of the 
inmimerahlo imentions that have given us om command oiCr 
nature haae been made by independent worker, and tliat 
he contributions from Govemmont oflicinls all tho atorld oier 

»I1 tl» cctlj- 

k V,l„cl, ,ro o>n,cr. 

lesoiirko!' °j ““ l'«'e broil boiiglit wth 

mmirro, b„r«™.a „i„.„Iy t„m tl.o 
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md otlier pnvate ladmduals. Oligarch, c govcrnmcats have 
eometaiea made great efforte to accumulate collective wealth 

Ztl f “* ” *''' “““s 

padence will hecome the common propel tyo£ the mam body 

1 H I ’®, ‘“o “ "* 

Olild be mvolved by entnistmg to a pure democracy the 
accumulatmn o£ the resources needed for ncquinng jet fmthei 
command ovei nature ■* '' * , . ' ' 

Hi&L/fec?e cause foi fearmg 
that the collective ownership of the means of production, 

^ould deaden the eneigies of mankind, and aiiest economic 

progress, unless before its introduction the whole people had 

acqmied a power of unselfish devotion to the public good 

which 13 now relatively rare, and, though this mattei cannot 

entered upon here, it might probably destroy much that 

IS most beautiful and joyful in the private and domestic 

re ations of life These are the main reasons which cause 

patient students of economics generally to anticipate little 

goo< and much evil from schemes for sudden and violent 

r^rganization of the economic, social and pohtical conditions 
Of hfe 

Further, -\^e are bound to reflect that the distribution of 
t e national dividend, though bad, is not nearly Existing 
as bad as is commonly supposed. In fact there inequalities of 
are many artisan households in England, and ^iten^a'g- 
6ieii more in tlie United States m spite of the 
colossal fortunes that are found there, which would lose by 
an equal distribution of the national mcome Therefoie the 
fortunes of the masses of the people, though they would of 
course be gieatly unproved /o 7 the time by the removal of all 
mequahties, would not be raised even temporarily at all near 
the level which is assigned to them in socialistic anticipa- 
tious of a Golden Age^ 

income of the 48,000,000 people m the United Eingdom 
“ppcars to amount to £1,700,000,000 or a little more Now many leadmg 
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But this cautious attitude does not amply acquiescence in 
the present inequalities of -wealth The dnft of 

but they are ^ ^ - 

needlessly economic science during many generations has 
been -^luth mcreasmg force towards the belief 
that there is no leal necessity, and therefore no moral lustifi- 
cation for extreme poverty side bj side ivith great wealth 
The iiiequahties of uealth though less than they are often 
repiesented to lie, aie a serious flaw in oiii economic organiza- 
tion. Any dimmution of them which can bo attained by 
means that would not sap tlie springs of fi-eo initiative and 
stiength of character, and -viould not therefore materially 
check the groirth of the national dividend, v ould seem to be 
a deal social gain Though arithmetic warns us that it is 
impossible to raise all earnings beyond the lei el already 
leached by specially well to do artisan families, it is certainly 
desirable that those uho aic below that level should be raised, 
even at the expense of lov enng in some degree those m ho are 
above it 

2 Prompt action is needed in legai-d to the large, 

The excep though it may be hoped, no-n steaddy diminishing, 

tion^ case of “ Residuuui ” of persons who are phi’sically, men- 
the Residuum . ^ , 

tally, or morally incapable of doing a good day s 

woik with which to cam a good day’s wage This class 

peihaps includes some others beside those v ho are absolutely 

unemployable” But it is a class tliat needs exceptional 

treatment. The system of economic freedom is probably the 

best from both a moral and matenal point of i lew for those 

vho are m fairly good health of mind and body But the 

lion^hnlfl^V' and there ore n vast ntunbor of artisan 

from ISj f n dfT members are earning incomes rangmg 

if not a lan'r/op'li^*(l^ expenditure of these honseholds is on as large, 
out equullv bo nn ♦’ ho possible if tho total mcomo i\ere divided 

la an artido tm ahoat £40 annually a head This fact is noted 

.Economic Jmirnal economic chivalry” in the 

la the irresent chapter^uS’d'I^d4rf''“™^ Huggestions made 
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^lesiduum cannot turn it to good account and i£ they are 
allowed to bnug up cluldron. in their own pattern, then 
Anglo-Saxon freedom must work badly through them on the 
coming geneintion It Avould bo bettei for them and much 
bettei for the nation that the}’’ should come under a paternal 
disciplme something like that which prevails in Gennany' 
The evil to be dealt with is so urgent that strong 
'measures agamst it are easerlv to be desiiod 

, , , ® ° , , , The claims 

And tlie proposal that a minimum wage should and the diffi- 

be fixed by authority of Government below proposai^f^^a 

which no man may woik, and anothei below minimum 

which no woman may work, has claimed the 

attention of students for a long w hile If it could be made 

effective, its benefits would be so gieat that it might be gladly 

accepted, in spite of the fear that it would lead to malingering 

and some other abuses , and that it would be used as a 

’leierage for piessmg for a ngid artificial standard of w'ages, 

in cases in winch there was no exceptional justification foi 

It But, though great improvements in the details of the 

fccheme have been made recently, and especially in the last 

two or three years, its central difficulties do not appeal to 


1 A begumiiig imglit be made vatli a broader, more educative and more 
generous admuuBtration of pubbc aid to the helpless The difficulty of dis- 
cninmation wronld. need to be faced and m facmg it local and central 
nntbonties ivonld, obtnm mncb of the information needed for guidmg, and m 
extreme cases for controlling, those ivho are vreak and especially those TThose 
w eakness is a sonroo of giwi e danger to the coming generation Elderly people 
might be helped with a chief regai d to economy and to thoir personal mchna- 
tions But the case of those, who are responsible for yonng children, w ould 
call for a greater expenditnre of pubhc funds, and a more strict snbordmation 
of personal freedom to public necessity The most urgent among the first steps 
towards causing the Residuum to cease from the laud, is to insist on regular 
School attendance in decent clothing, and with bodies clean and fairly well fecL 
In case of failure the parents ^onld be warned and advised ns a last resource 
the homes might he closed or regulated with some limitation of the freedom of 
the parents The expense would be great hut there is no other so urgent need 
for hold expenditure Jt would remove the great canker that infects the whole 
body of the nation and when the work was done the resources that had 
absorbed by it would be free for some more pleasant but less pressing social duty 
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haAe Ijeeu fairly faced. There is scarcely any experience to 
guide us except that of Australasia, ivliere every inhabitant 
IS part ownei of a a ast landed property , and Avhicli has been 
recently peopled by men and women in full strength and 
health And such experience la of but little use in I'egard to 
a jieople whose ntabty has been impaired by the old Poor 
Law, and the old Com Laws, and the misuses of the Factory 
sjstem, when its dangers were not yet understood A scheme, 
that has any claim to be ready for practical adoption, must be 
based on statistical estimates of the numbers of those who 
under it would be forced to seek the aid of the State, because 
their work was not worth the mminium wage, wnth special 
reference to the question how many of these might have 
supported life fairly well if it hod been possible to work A\ith 
nature, and to adjust m many cases the minimum wage to the 
family, instead of to the induidual* 


§ 3 Turnmg then to those workers Avho have fairly goo<l 
People fit moial and physical stamina, it may be estimated 

skiUed la^ur Capable Only of rathei 

are relatively unskilled ivork constitute about a fourth of the 
population And those who, though fit for the 
... lower kinds of skilled ivork are neither fit for 

g y ® work, nor able to act wisely and promptly in 
responsible positions, constitute about another fourth If 

ar estimates had been made in England a century ago, 

it!f it;?" ‘^'fl'erent inoie than a 

uld have been found unfit for any skilled laboui at all, 


nnder tlio ° pushed ou one side largely 

of tho natu^ot ■•pomsifac - workU 

geographical migration and the^^ regards 

those of^en Ld i5rTl^*7t 

the famUy is’earnedtTe money income of 

oatnral adjnstme^ 57 f r’® relativolj low This 

muumnm Tvages for men and for ^ national rules ns to 

^ deprecate<l ignore or oppose it, are to 
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beyond tbe oi’dinaty routine of agncultux'e , and perliaps less 
than a sixtli part Mould have been fit for highly skilled oi 
responsible Avork foi the education of the people was not 
then recogni 2 ed as a national duty and a national economy 
If this had been the only change the uigent demaud foi 
unskilled laboui Avould have compelled employers to pay foi it 
nearly the same AAago as for skilled the Avages for skilled 
labour would have fallen a little and those for unskilled Avould 
haA e nsen, until the tru'o had neat ly met 

Even as it is, something lilce this has happened the nmges 
of unskilled labour hai’e nsen faster than those ^ 

of any other class, fastei even than those of mandformany 
skilled labour And this movement toAvards the 
equalization of earnings Avould have gone much 
faster, had not the Avork of purely unskilled laboui been mean- 
AV’hile contmually annexed by automatic and other machineiy, 
so that there is less Ai'holly unskilled Avork to be done now 
than formeily It is true that some kinds of irork, Avhich 
traditionally belong to skilled artisans, requiie noAV less skiU 
than formerly But, on the other hand, the so-called “un- 
skilled ” labourei has noAv often to handle appliances too 
subtle and expensive to have been safely entrusted to the 
ordmary English labourer a century ago, or to any people at 
aU in some backward countries noAv 

Thus mechanical progress is a chief cause of the gieat 
differences that still exist betAveen the eainmgs of difteient 
kinds of labour, and this may seem at first sight a seveie 
indictment but it is not. If mechanical progress had been 
much slower the real wages of unskilled labour would ha\e 
been lower than they are now, not higher foi the groArth o 
the national dividend would have been so much checked that 
CA'en the skilled workers Avould generally have had to content 
themseUes Anth less real purchasing poAver for an our s wor ■■ 
than the 6d of the London bricklayer’s labourer an 
skilled labourers’ wages Avould of course haA'e been loAvei 
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The chief 
rcmcd) Is to 
fit more of the 
children of 
each class for 
hlEhcr work 
than that of 
their parents 

faster fctall 
tion as m 


"Wo hate then to strno t-o hoop mcchamoal progress in 
full stvui'j, ju ppittj of its narroMing Iho demand 
for unskilled laliour, Init to dimunsh the Eupplj 
of labour incapaldo of any but unskilled stork so 
fast, that the average income of the coimtrj in}} 
use faster oven than in the past, and the share^ 
ot it got 1)} each unslnlled lalwmrer mav nse 
To tliat end wo need to mote in tlm sanio direc- 
recont jeai-a, hut moro utronuonsly. J'xiucation 
must be made more thorough TJie sdioolmaster must loam 
that his m tin dut} is not to impart knowledge, for a fow 
slnllingB will bu; more printtal knowlrdgo than a man’s bmn 
can hold It is to educate character, faculties and activities, 
so that the children c\cn of those paunts who are not 
thoughtful thomsches raa} lia\o a bottci chance of Ixnng 
trained up to lieeome thoughtful parents of the next genera- 
tion To this end public nionc} must flow freely And it 
must flow frei 1} to proa ido fresh air and space for w liolesomo 
lilai for the children in all working class ciuartcraJ ■ 

Thus the State seems to he rcquireil to contnlmto 
generousl} and c\en lansJil} to that siclo of the wcll-lycing of 
the poorer working class which tho} cannot oasilj provide for 
themselves and at the same time to insist that tlio insido of 
tlie houses be kept clean, and fit for those who wall Iw needed 
m after }cars to act as strong and responsible citizens TIio 
compulsorj standard of cubic feet of air j>ci head needs to 
be raised stoaclil} tliougli not vnoicntly and this combined 
wi b a reflation that no row of high builchugs be erected 
^ bout adequate free space in front and licUmd, will hasten 
ho movement, already m pmgress, of tho working classes 

'“■s° I" P>““» ■" "■'“'I' 

rates levaed^i tC t^u- chndrcn. Bos a ilrst claun on 

couceiitmtion of poimlatiou Inmi 13 causctl Ly tlie 
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in medical and sanitary matters mil work in anothei dnec- 
tion to lessen tlio weight that has hitherto pressed on the 
childion of the pooroi classes 

The children of unskilled workers need to ho made capable 
of earnmg the wages of skilled work and the children of 
skilled woikei's need by similar means to bo made capable of 
doing still more responsible worlc. They will not gam much, 
they are indeed more likely to lose, by pushing themselves 
into the ranks of the lower middle class foi, as has already 
been obsciwed, the more powei of vntmg and keeping 
nccoimts belongs rcall3’’ to a lowoi grade than skilled manual 
work ; and has ranked above it in past times, merely because 
popular education had been neglected 

The lowei middle lanks are oveicrowded as badly as are 
the loivei ranks of manual labour, both skilled Matcnnipro- 
and unskilled But there is plenty of loom in 
the upper ranks of the artisans, and there is constructive 
abundant room for new comers in the upper 
itanks of tiie middle class It is to the activity and resource 
of the leading minds in this class that most of those m- 
ventioiis and improvements are due, ■rtliich enable the woiliing 
man of to day to have comforts and luxunes that were rai e oi 
unknown even among the richest of a few generations ago 
and mtbont winch indeed England could not supply her 
present population mth a sufficiency eien of common food 
Thei’e is often a social loss as well as a social gam when the 
children of any grade px'ess into the giade above them But 
it is an almost unmixed gam that children of the lowest class 
should move upwards And it is a vast and wholly unmixed 
gam nhen the children of any class press withm the relatively 
small charmed circle of those who create new ideas, and ivho 
embody those new ideas m sobd consti notions Their profits 
are sometimes large but takmg one with anothei they have 
probably earned for the world a hundred times or more as 
much as they have earned for themselves 
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BOOK TL CH XV §§ 3, 4 

It li true that many of the largest fortunes are made by 
speculation rather tliau by truly constructive vrork and mucb 
of this speculation is associated •with anti-social strateg^V , and 
eien ^vlth evil manipulation of the sources from which 
ordmarv mvestors derive their guidance A remedy is not 
easy, md may nei er be perfect Hasty attempts to control 
speculation by simple enactments have invariably proved 
either futile or mischievous but tlus is one of those matters 
m which the rapidly increasmg force of economic studies may 
be expected to render great service to the world in the course 
of this century 

In many other ways evil may be lessened by a wider under- 
standmg of the social possibdities of economic 
chivalry A det otion to pnbhc well-being on the 
part of the rich may do much, as enlightenment 
spreads, to help the tax-gatlierer in turning the 
resources of the nch to high account in the service of the 
poor, and may remove the vorst evils of poverty from the 
land 

^ 4 Tlie inequalities of wealth, and especially the very 

eanungs of the poorest classes, have been 

\vo'rvTeuUmn discussed vuth reference to their effects in 

wTand*’* dwarfing acnnties as veil as in curtailing the 

ranch easier Satisfaction of wants But here, as everywhere, 
than to use , i , , « 

leisure sveii economist u, brought up against the fact 

that the powei of nghtly using such income 
and opportunities, as a family has, is m itself vealth of the 
highe--t order and ot a kmd that is rare in all classes 
Perhaps -./1 00,000,000 annually arc spent even by the 
vorking classes, and £400,000,000 by the rest of the popn- 
lation of England, m ways that do little or nothing towards 
malang hfe nobler or truly happier And, though it is true 
t mt a E ortenuig of the hours of labour ■would in many cases 
ies.-m the national dmdend and lower wages yet it would 
probahh be well that most people should work' rather less. 


Social 

posslbJhties 

oreconoralc 

chivalry 
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pro\’Tded that the consequent loss of matenal income could 
be met exclusn^ely by the abandonment by all classes of the 
least worthy methods of consumption; and they could learn 
to spend leisure well 

But unfortunately human natuie improves slowly, and in 
nothmg moie slowly than in the hard task of learning to use 
leisure ^^ell In every age, m every nation, and m eveiy 
rank of society, those who have known how to work well, 
have been far more numerous than those who hav'e kno^vn 
how to use leisure well But on the other hand it is only 
through freedom to use leisure as they will, that people can 
learn to use leisure well and no class of manual woikers, 
who are devoid of leisure, can have much self-respect and 
become full citizens Some time free from the fatigue of 
v\oik that tires without educatmg, is a necessary condition 
of a high standard of hfe 

In this, as in all similar cases, it is the young whose 
faculties and activities aie of the highest im- ^ 
portance both to the moralist and the economist interest of the 
The most imperative duty of this generation is to 
provide for the young such opportunities as will both develop 
tlieir higher nature, and make them efhcient producei-s And 
an essential condition to this end is long-contmued freedom 
from mechamcal tod, togetlier with abundant leisuie for 
school and for such lands of play as strengthen and develop 
the chaiactei. 

Even if we took account only of the iii;ury done to the 
rising generation by living in homes in which the fathei and 
the mother lead joyless kves, it would be in the interest of 
society to afford some rehef to them also Able workers and 
good citizens are not likely to come from homes from which 
the mother is absent durmg a great part of the day, nor from 
homes to which the father seldom returns till his cluldran 
are asleep And therefore the individuals immediately con- 
cerned, and society as a whole, have a direct interest in the 
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curtailment of extravagantly long hours of duty away fiom 
home, even for mineral-tram-guards and others, whose work 
IS not in itself veiy hard 

I 0 In discussing the difliculty of adjusting the supply 
of industi lal skill of imrious kinds to the demand 
'toindustnni foi it, attention was called to the fact that the 
ndjuBtmcnt, adjustment could not be nearly accurate, because 
the methods of industry change rapidly, and the skill of a 
workei needs to be used for some forty oi even fifty years 
after ho Jins set himself to acquire it' The difficulties which 
ve haie just discussed turn largely on the long life of in- 
herited habits and tones of thought and feeling If the 
organization of oui joint-stock companies, of our railways or 
oui canals is had, can set it right in a decade oi two But 
those elements of human nature which have keen developed 
dunng ceutunes of w ai and violence, and of sordid and gross 
pleasures, cannot be greatly changed in the cotu-se of a single 
generation 

I^ow, as dways, noble and engei schemers foi the re- 

ifhuman Organization of society' have pointed beautiful 

nstnre could pictures of life as it might be under institutions 

transformed w hicli then imagination constructs easily But 

pmj*w^uidbe irresponsible imagination, in that it 

unnecessary procecds On the Suppressed assumption that 
and harmless i i , * 

numan natuio wrul, under the new institutions, 

quickly undergo changes such as cannot reasonably bo ex- 
pected in the course of a century, even under favourable 
conditions If human nature could bo thus ideally trans- 
formed, economic chnalry would dominate life e\en under 
the existuig institutions of private property And jinvate 
propei'ty, tlie necessity for which no doubt reaches no deeper 
than the quahties of human nature, would become harmless 
at tlie same time that it became unnecessary 


^ Seo al>oTo XX. v 1, 2, 
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Them is thou need to guii-d ngainsb tho temptutioii to 
ovorstato the economic ovih of our oira age, and 
to ignoio tbo cvistenco of similai and ^vovse omIs 

in extreme 

in oailior oven though some e\a"ffemtion impatience as 

nmy for tiie tune stimulato others, ns well as treme patience 
oursehos, hi a more intense rcsolte that tlie 
piosent c^^K shall no longer bo allowed to exist 
But it IS not less Ationg, and geueially it is much luoie 
foolish, TO palter with truth foi a good than for a selfish 
cause aVnd the pessimist descriptions of our own age, com- 
lauetl wntii mmantic oxaggeiations of the happiness of past 
ages, must tend to tho setting aside of methods of progress, 
the w oric of which if slow is yet solid , and to the hasty 
adoption of others of gicatei promise, but ivhich resemble the 
potent mechemes of a chailatan, and while quickly effecting 
a little good, sow tho seeds of widespread and lasting dec-iy 
Tins impatient insmcenty is an evil onl}' less gieat than that 
nioiTil toipor which can endure that we, w'lth our modern, 
resouices and knowledge, should look on contentedly at the 
continued destruction of all that is woi th ha\ mg in multitudeb 
of human lives, and solace ourselves wuth the reflection that 
ainhow tho cnuIs of our own age are less tlian those of the 
past 

And now w'c must conclude this part of oui study T7e 
have reached vciy few' practical conclusions, because it is 
generally necessary to look at the whole of tho economic, to 
say nothing of the moral and other aspects of a practical 
problem before attempting to deal wnth it at all and in real 
hfe ne.irl}’ every economic issue depends, more or less directly, 
on some complex actions and reactions of credit, of foreign 
trade, and of modern developments of combination and 
monopoly But the ground which we haie traversed in 
Books V and VT is, in some respects, the most difficult 
of the whole province of economics , and it commands, and 
gi\es access to, tliat which lies yet before us ^ 
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JIETH0D3 OF STUDY, 


§ 1 It IS tbe business of economics, as of almost ereiy other 
science, to collect facts, to arrange and interpret them, and to draw 
inferences from them AU the devices for the discoveiy of the relations 


Induction and 
deduction in- 
separable 


between cause and effect, which are described in treatises 
on scientific method, have to be need in their turn by the 
economist there is not any one method of investigation 
which can properly be called the method of economics. 


but everr method must be made serviceable m its proper place, either 
Binglj or m combination with others And as the number of combina- 


tions that can be made on the ohoss board is so great that probably no 
two games eraotly aliLe were ever played , so no two games which the 
stndent plays with nature to wrest from her her hidden truths, which 
were vorth playing at all, ever made use of qmte the same methods 
m quite the same way 

But in some branches of economic inquiry and for some purposes, it 
IS more urgent to asoertam new facts, than to trouble onrselves with the 
explanations of those which we already have While in other branches 
there is still much uncertainty as to whether those causes of any event, 
which lie on the surface and suggest themselves at first, are both tn/e 
causes of it and the only causes of it, and in these branches it is eien 
more urgently needed to scrutinize our reosonmgs about facts which we 
alreadv know, than to seek for more facts 

The reasoning from particular facts to general principles is called 
reasoning from general principles to particular facts is 
ca e action Prof Schmoller, an eminent German historian and 
economist, sal's wcU “Induction and deduction are both needed for 
° ^ longbt as the right and left foot are both needed for walkmg 
oy rest on the same tendencies, the same beliefs, the same needs of 


* See abore, p. 
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5 n er? it htruovcir tift ftopn in ti*onom5cs for lotift clmiua of 
S'? for dn»ti’» in which each Imk is rmjiiwrtod, 
w hnlty or tn'iinK , hv that v.hich went hoforo. nnd witlmat 
nl tainsEfi fiiriJ>f-r ripporl find gnnlAncc from olmmtvlion ehnins 
r.rd the {lire*! rti dv of rrnJ life', finch chnins can ho 
Mttif’ tn nna in romp other hnuirhcs of 

j hyr-ral iwi-nc-*'. m which the cJinractcr nml strength of nil tho chief 
raturi nt warh nrc kmown ro oTnctly thnl wo can predtefc bcforohnnil 
the o' crrli r orH, nml thcMco infer tho combined effect of nil. 
F-t it ccinnat lie done jet In cheinls'n , for wo ennnot bo quite onro 
h’-w a now cenddnnt on of chrmlcnl element n will work until wo have 
li' *^3 And when dr ttrs arc urml tncdicinnlly, it is often found that they 
nTr-*' diffetvrt in diff-’wmt wnp* it Is not nlwn>s rafo to give n 

doT/. of r nr w dniq to one yaiJcnt, tmrtln^ to tho fnct that it has 
■werkfd well in an ajqivrcntlv climlar ca'c And eponomics han n3 vnnoua 
ar i nro'rWn a f'lhf'ei-nal'rr to deal mlh ra has moilical Eoionce 
ThtJp if we look at the history of such rlrlctly economic rclationo ns 
tl e«i* of c'cdit and I'jinkinp, of trade unioninn or co-operation, wo 
fhd that nedro of worKint., thnl have l>cen pcnorolly successful at 
t <*tip t!t*w s and plac' ‘f. hnvp unifomly faih d at others TIio dilTcrcnco 
eomctlaw'i hr csplninMl flmply an the result of vanatioufi in general 
frUcht‘rr*<i’t. or of tnoml ftienglh of eliamclcr and habile of mutual 
tnf’ ; but rea( ttnej' the eiplaraUon in more difiicuU 

£ ? On the othC' hand, there m nepd at every fit&RO for annlyeis, 

0 it ie, fo“ InhinR to p'ecrn vacli complri part and Elndying tho relations 
of tl-' rsirml pa'ti to one another and to Uio whole t Explanation of 
md in doing thi* we nne cnnstsutl} ruaking inforcncpn, observed facia 
Fiat 5 b fhnri ifteps of ferfoning both inductivo aud tnvolvea 
dpJueliTr. The ptfioese IS Kulrlantlttllj the nauio whether f'*®®'’ '’C* 
we are exi'kinlng what Ina happened or predicting vrhal is likoly to 
hsjj^T. J^xplnuation and prediction are really the same mental 
operation , thonrh ih^j are worked in oppo'ito dirccllomi, tho ono from 
effect to eau'p, the other from canso to effect 

Obr^rvation way tell us that ono cient hapiicnod with or after 
auolhfr, but onli hj Iho aid of annlyak and roneon can wo decide 
whether one was the cause of llio other, and if v,o rooBon hastily we arc 
hkrlr to Tcuort wroap YFidct oxpcrlrncp, more careful Inquiry, may 
show that thfl cances to which tho event la attnbulod could not hnvo 
produced It unaided ; primps even that thev hindered tho event, which 
was brought about In rjnte of them by other causes that hnvo escaped 
notice 

If we are dealing with the facto of remote tunes wo mnal allow for tho 
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changes that have meamvhile come over the whole character of economic 
hfe however closely a problem of to day may resemble m its outward 
mcidents another recorded m history, it is probable that a thorough 
eoientifio exammation will detect a fundamental difference between their 
real ohamcters Till this examination has been made, no valid argu- 
ment can be drawn from one case to the other 

>/('§ 4 The part which systematio scientifio reasoning plays m the 

production of knowledge resembles that which maohmeiy plays in the 

„ ^ production of goods Por when the same operation has 

Further f , , , , ,1. 

observations to be performed over and over again in the same way, 

on the nature it generally pays to make a machine to do the work , 

and where there is so much changmg variety of detail 

that it is nnprofitable to nse maohmes the goods must be 

made by hand Similarly m knowledge, when there are any processes of 

investigation or reasoumg in which the same kind of work has to be done 

over and over again m the same kind of way, then it is worth while to 

reduce the processes to system, to organize methods of reasomng and to 

formulate general Laws 


It 18 true that there is so muoh vanety in economic problems, 
eoonomlo causes are intermmgled with others in so many different ways, 
that exact eoientifio reasomng will seldom bring ns very for on the way 
to the oonoluBion for which we are seekmg But it would be foolish to 
refuse to avail ourselves of its aid, so far as it will reach — just as foolish 
as would be the opposite extreme of supposmg that science alone can 
do all the work, and that nothmg will remam to be done by practical 
mstmol and trained common sense. 


Natural instmot will select rapidly and oombme justly considerations 
which are relevant to the issue in band , but it will select chiefly from 
those which are fomibar , it will seldom lead a man for below the surface, 
or far beyond the limits of his personal expenenoe And we shall find 
that in economies, neither those effects of known oanses, nor those causes 
of known effects which ate most patent, are generally the most important 
That which is not seen” is often better worth stndymg than that 
which IS seen ’ Especially is this the case when we are trying to go 
hehmd the immediate causes of events and trying to discover the 
causes of those causes (eautce causantes) 

It la Bometimea said that physical laws are more nmversally true and 
less changeable than economic laws It would be better to say that an 
economic law is often apphcable only to a very narrow range of ourenm- 
^ 1 . 1 ^ together at one partioular place and time, but 

fw In K. away When they are gone, the law, though stiU true 

s ac proposition, has no longer any practical heanng , because 
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i\ ^ ff ’wilh wIujjIj U df-r.h nto novvlicro to Ijc found 

f-',- .Itf 'Mi* tmi ini’'>tlAnt di*'tur1nnca from olhor cnartR 
Tr»’'Ji''b tru-it’ v\c It of ’wSdr nj'plJcfttion, i\o cftiinot inmst too 

J'y itiat t’-r’Y ftod rvrry conotrr Imi jtR o^n rroblcmi, nnd 
a’, i xfrr iu tox' n,\ coulrltonp l« liktU to itsjmic n now detolop- 

of »VH:'4‘tonic i wtnnt », 

it ff t^ao wto thiit Hforttnot tbe conilitiODB untlor wbich 

T< -} lo lm\ aid tbrtr c1iarr-cw*/<, and thu« may nflcct the wonomic Inin 
i' s 5 'wiU tvi tfthd tn tV Oft* ronomtKin It may for in«tntico dfstroy 
*’'-0 e'sr-ilit “H? codrr which the mo^t hrijde'^ of otir mntcli box mnbere 
latir Wn in iho lamc ‘wnya* It han mihftitntod phccp whoso 

biw rf hi-' St i' to t‘ta‘«T*'eir,T. for tho older hrt^'ds wliirdi did not ntlain 
‘-'-ijy to the.r (all wi .pht ts'i th' ir third ji'nr 

TI “ no-Ttjid''' tcmdit ora inth winch oc^namicj* deals nro conGtantlv 
1-? •'ft oji&ir’"'!, pvUy thmayh jhc n icnnrcioiis inflnrncc of gsncml Kocml 
thrpjyh cciupcjcgs and dcHI^'rato endeavour And wlulo 
w/.s, sdvnrcjo#; Ittcwjr-dpti wo nw' Co* swntly finding that economic 
r'-iidv^f and rvrt-'-onlHp Iiave wuUr and wider applications, and 

at* IcitnibP Ir uti'-xp'-clfd wavs ;o fee tl e One in the Many and the 
Many in the One ; wc r'^ also gcltirg to undc^tand more folly how 
cl fry ttro an I et -w cointty hnJ lie own proldrims ftnd how every change 
m #^ix5 c«‘i hons ii libcly to rfqmre a new development of economic 

u‘X:tt5''ev. 
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APPENDIX B*. 

00^SDMER8’ SURPLUS 


§ 1 The benefit, wbioh a person gets from pnrobasing at a low 
pnoe things which he would rather pay a high price for than go without, 
has aheady been called his oonsamers’ sniplns Our aim now is to apply 
the notion of consmners’ surplus as an aid in estimating roughly some 
of the benefits which a person derives from his environment or his 
conjuncture 


Consomera’ 
surplus in 
relation to the 
demand of an 
individual 


In order to give definiteness to our nobons, let us consider the case of 
tea purchased for domestic consumpboru Let us take the case of a man 
who, if the price of tea were 20s a pound, would just be 
induced to buy one pound annually, who would just 
be Induced to buy two pounds if the price were 14» , 
three pounds if the price were 10s , four pounds if the 
pnce were 6s , five pounds if the pnce were 4s , six pounds 
if the price were 8s , and who, the price bemg actually 2s,, does purchase 
seven pounds. We have to invesbgate the consumers’ surplus which he 
derives from his power of purchasing tea at 2s a pound 

The fact that he would just be induced to purohase one pound if the 
pnce were 20s , proves that the total enjoyment or sabafsobon which he 
derives from that pound is as great as that which he could obtam by 
^entog 20s on other things When the pnce falls to 14s , he could, if 
he chose, continue to buy only one pound He would then get for 14s 
what was worth to him at least 20s , and he will obtam a surplus sabs- 
M on to him at least 6s , or m other words a consumers’ surplus 
of at Imt 6s But in fact he buys a second pound of his own free choice, 
ttuB lowing that he regards it as worth to him at least 14s Ho obtains 
for 2^ what is worth to him at least 20s +14* , i e 84s His surplus 
^fastaobon la at all events not diminished by bnymg it, but remains 

rSsfst ^ ^ I>°°“3s IS worth 

SdiToual consumers’ surplus is at least 6, ThVfaet that each 
addibonal purchase reacts on the utUxty of the putohases which he had 

* Se® sbore, p 8t> 
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jitcvjoaply decided to ratvko, hnt already been allowed for, and vwft not be 
counted a tci^ond time 

When tbo pneo fall*! to 10< , ho might, if ho chose, continue to buy 
only turo pounds , and obtain for 20s what wms worth to him at least 
Sfs., and dcn\o a surplus Batisfnclion worth at least 14s But m fact he 
profera to buy n third pound and as he does this freely, we know that 
he does not dimmish his surplus satisfaction b 3 domg it Ho now gets 
for 80s three pounds , of which the first is worth to him at least 20s , 
the wcond at least 14« , and the third at least 10s The total utiUty of 
the three is worth at least 44s , Ins consumers’ surplus is at least 14s., 
and so on 

When nt last the price has fallen to 2s ho buys seven pounds, which 
are sci-crally worth to him not loss than 20, 14, 10, 6, 4, 8, and 2s or 
in nil This snm measures their total utility to him, and his 
consumers’ surplus is (at least) tho excess of this sum over the 14s 
ho actually docs pay for them, i o 46s This is the excess value of the 
sntiFfnction ho gets from buying tho tea over that which ho could have 
got by siwnding the 14s m citendmg a hltle Ins purobaso of other 
commodities, of winch ho had just not thought it worth while to boy 
more at their current prices, and any farther purchases of which at 
tho'^! prices would not yield him any consumers’ surplus In other 
words, he derives this 45s worth of surplus enjoyment from lus con- 
juncture, from llic adaptation of the environmont to his ivants in the 
particular matter of tea If that adaptation ceased, aud tea could not 
he had at any price, he would have incurred a loss of satisfaction nt least 
equal to that winch he could have got by spending 45s more on extra 
sujiphcs of Hungs that wore worth to hun only just what he paid for 
them. 

Tho first pound was probably north to him more than 20s All that 
wo know is Hint it was not worth loss to him Ho probably got some 
Email Eurplns even on that. Again, tbo second pound was probably 
worth more than 14s to hun All that we know is that it was worth at 
least 14s and not worth 20s to him Ho would get therefore at this 
etage a Burplus satisfaction of at least Gs , probably a little more 

The Eigmficance of the condition that ho buys the second pound of 
hifl own free choice is shown by the consideration that if the price of 14s 
had been offered to lum on tho condition that he took two pounds, he 
would then have to elect between takmg one pound for 20s or two 
pounds for 28s and then his takmg two pounds would not have proved 
that ho thought tho second pound worth more than 8s to him Bnt as it 
IS, he takes a second pound paying 14s unconditionally for it , and that 
proves that it is worth at least 14s to lam 
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It IS Bomctimes objected that tts be increases bis pnrelm'-es, tbe 
urgency of bis need for bia catber purchases is diminished, and tbcir 
utility falls , thcreforo wo onglit to continually redraw the earlier parts 
of our bst of demand prices ot a loner level, as wo pass along it towards 
lower prices (no to redraw at a lower level our demand ourro ns wo pasa 
along It to the nglit) But tbia mifconccivcs tbo plan on wlucli the list 
of pnees IS made out The objection would have been vnh3, if tbo 
demand pnoo act against each number of pounds of lea roprcstmled tbe 
arerage utility of tlmt number For it la true that, if he would pay just 
20i for one pound, and just 14* for a second, Ibeu lie would pay Just 
34* for tbo two , i o 17» each on tbo average. And il our list bad had 
reference to the aicrage prices he wonld pay, and had ect 17# nfpnnst the 
second pound, thou no doubt wo should have had to rednw the bst ns 
we passed on. For when ho has bought a third pound the average utihiv 
to him of each of tbo llirce will be less than that of 17* ; being in 'fact 
14* 8rf if, as we go on to assume, be would pay just 10; for a third 
pound But this difficulty is entirely avoided on tbo plan of mnbing out 
demand pnees which is hero adopted, according to which Ids second 
pound is credited, not with the 17# which roprofiouts the average value 
per pound ot the two pounds , but nth the 14* , which represents tbo 
additional utility which a second iioand has for him For fhat remains 
unchanged when ho has bought a tliird pound, of which the additional 
utility is measured bv 10* ’ 


§ 2 Ifo may now pass from the demand of an Individual to Uiat 
of a market If we neglect for the moment the fact tbot the same 


The demsnd of niodoy rcproEonta different amounts of pleasure 

a morkcu ^ different people, wo may incnsuro the surplus salisfac 
tion winch the sale of tea affords, sw, in the London 
market, by the aggregate of tlm sums by which (ho pnees shown lu a 
completo hst of demand pnees for tea exceeds its selling pncc. 

Let us then consider the demand emro DD’ for tea in any lame 
market 


EMUnd m comparing life la Control Africa wUU life In 

o^Wtrage’ta buy In Central Africa may 

booghl th^t ell. that n poiron OiloES which canno' be 

turnon with not so well off m a 

arcs him an nddltlonal drito that bars Id. toU on a bridge which 

U worth a shilling but that thi* ru^r* ’''® *3® tbit tlie pcanr 

hridge (the part it plays In hi# i»lvnnlage offered him by tbe 

bridge swept array on a dar on ** wwrth a KhlUlng lor tliat day V\ ere the 

w position sa U he bad been dcprl^* of’d ^ 
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X;et OH bo tho araoant "whioh is sold there at the price HA annually, 
a year being taben ns onr unit of time Taking 
any point J/ in OH let us drair MP Tortically 
upwards to meet tho cnrre in P and cut a 
honzontol line through A in Jt Wo -will 
suppose the several lbs numbered m the order 
of tho cagomess of tho several purchasers 
the eagerness of the purohnscr of any lb bemg 
measured by tho price ho la just mllmg to pay 
for that lb Tho figure informs us that OM 
can be sold at tho pneo PM, but that at any 
higher price not quite so manj' lbs can bo 
sold. There must be thon some individual who will buy more at the 
pnee PJf, than ho wall at any higher price , and we are to regard the 
UJ/th lb. os sold to this individual. Suppose for instance that PM 
represents 4 j* , and that OM represents a miUion lbs The purchaser 
described above is jnst willing to buy his fifth lb of tea at the price 4s , 
and the OMth or milhonth lb may be said to be sold to him If AH and 
therefore PM ropresout 2s , the oonsumers’ surplus derived from the 
OMth lb 18 the excess of PM or 4s which the purchaser of that Ib would 
have been willing to pay for it over PM the 2s which he actually does 
pay for it Let us suppose that a very thm vertical parallelogram is 
drawn of which the height is PM and of which the base is tho distance 
along Ox that rneasures the smgle unit or lb of tea It will be con- 
V eiiient henceforward to regard price as measured not by a mathematical 
straight hne without thickness, as PM, hut by a very thm parallelogram, 
or as it may he called a thick straight hne, of which the breadth is 
in every case equal to the distance along Ox which measures a unit or lb 
of tea Thus wo should say that the total satisfaction derived from the 
OMth lb of tea is represented (or, on the assumption made in the last 
paragraph above is measured) by the thick straight hne MP , that the 
price paid for this lb is represented by the thick straight hne MP and 
the consumers’ surplus derived from this lb by the thick straight Ime PP 
Now let us suppose that such thm parallelograms, or thick straight hues, 
are drawn for all positions of M between O and H, one for each lb of tea 
Tho thick straight hues thus drawn, as MP is, from Ox up to tho demand 
curve will each represent the aggregate of the satisfaction denved from a lb 
of tea , and taken together thus oconpy and exactly fill up the whole area 
DOHA Therefore we may say that the area DOHA represents the 
aggregate of the satisfaction denved from the consumption of tea 
Agam, each of the straight Imes drawn, as MP is, frotu Ox upwards as 
far as AO represents the pnee that actnally la paid for a lb of tea. 
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These straight linos together maho up the nroa COUA , tvnd thcr<iroT<> 
this area represents the total price paid lor ten Finally each ol the 
straight lines drawn ns liP is from AG nprmrds ns lar as Iho demand 
curve, represents the consumers’ surplua derived from tlio corresponding 
lb of tea These straight linos together maho up the ftrcft I>CA ; and 
therefore this area reprcscnlH the total consumers’ surplus that is derived 
from tea when the price is AH Bat it mnsl Iw repeated that this 
geometncal mcasarement is only an aggregate of the mcaonrea of benefits 
whioh ore not all mcosnrod on the same scale except on tho assumption 
jost made above. Unless that assumption Is made tho area only 
represents an aggregate of satisfactions, the several amounts of which 
are not exactly measured On that assumption onI\, its area ircasnrcs 
tho volume of tho total net satisfaction derived from the tea by its 
various purchasers 


"We cannot guess at all accuratolv how mneh of anything people 
would buy at pnccs very diflcrcnt from tho-o which they are accustomed 
t^o pay for it or in other words, wlmt tho domnnd pnccs for it wonld 
be for amounts very diilcrent from those whlcli arc commonly sold 
Our list of demand pnccs is thereforo highly conjcctoral except m Iho 
neighbourhood of tho customary pneo, and tho best estimates wo can 
formof the whole amount of tho utility of anything aro liable to large 
error But this difficulty is not iroiiortnnt prncticallj For the chief 
apphcations of the doctnne of consumers’ surplus arc concerned with 

accompany changes in tho price of the 
tlmt la ^ih neiglibonrbood of tho onstomniy pnee 

aiZfll ZJTZZ' information with wh4 wo 

neooBsanes ^ These remarks apply with special forco to 


v^a C consumption of coffee, and 

both of tea and oofTon li^^ * 'would suffer from being depnvod 
fmm Cg dinS^^f X Z of their losses 

tea and ooffe^is tl>c«:foro tho total ntility of 

culated on ZZsZlZ VZ of ‘o“ oal- 

and that of coffee^alcSod on flffio ^ 

difflonlty can be theoret.cSt L;. aappoaifion ns to tea This 
commodities together under n rt ed bj gronpmg tho two “nval” 

hand. If we £ SeffisL t w 0“ * 1^0 other 

the fact that without it we r of foof with reference to 

beveragera XJl leX “a‘ fo obtain tl.e 

from tea leaves, we shonld count something twice over 
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if WG added to that utility tho total utility of tea leaves, reckoned on 
a eimilor plan and again the total utility of agrioultuial produce 
includes that of ploughs, and tho two may not he added together, 
though the total utility of ploughs may he discussed in connection 
with ono problem, and that of wheat in connection with another. 
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QUASI-UfNTS, OK INCOMM ^JIOM AN AI>Pl:.IA^Cr FOR I’llftptjCTION 
ALnFArA MAUF lU MAN 

§ 1 


The fanner's 
"rent.” 


The farmer paja “rent” to his landlord tnthont tronbling 
himself to dislingiiuh hovr much of tlio annual net lalao 
of Ins land is duo to tho froo gift of nature, and hovr 
much to the Investment of capital by his landlord in tho 
improvement of tlio land, and m erecting hnildings on It Kovr tho 
income derived from form bntldinga, or honaes, Is clearl> of flio Kamo 
character as tho income domed from durable mnehmea; and that 
income is popnlorlj claFRod with profits more often than with rent But 
yet tho fanner’s habit of speaking has much jnatiCcalion Tor the 
meomes derived from appliances for production made b\ man havo 
really something analogous to trnc rents 

^°JE°l,“i2roc8 domed from applinncoa for production already 
^ndo, may bo called their gtiaii ratti partly because wo shall flud 
Quasi rent. that, when wo arc eonsidenng penods of time too short 
to enable tho supph of such appliances to respond 
to a c^ge ,n tho demand for them, tlio stock of them has to 
be regarfed ns temporanly fixed For tho time they hold nearly tho 
^0 relation to the pneo of the things which they take part in* pro 
duoing, as is hold by laud, or any other free gift of nature, of which tho 

f^oV' ^I'bso net inoomc is a true rent Iict us 

take an uluatration from manufacture 

§ 2 Let ns suppose that an exceptional demand for a certain kind 

“r ^ movement 

manufacture ^ ^ asluons The Bpccial nmclunery required for 

governed bv thp income, 

the excess of the n produce, and consisting of 

or not income from th production, and tho quasi-rent, 

”™>P»ato;„o.oo„B.™TJS„rn; 

expected, the faclmfra *^h ’ the demand is less than had been 
. lactones with the most imperfect appUancos, and tho 

^ SeonboTe,p.2H, 
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vrorat mfiohinery in. other factories vnU be thrown out of work; while 
thoBO machines, which it is jnst worth while to keep in work, will just pay 
the actual expenses of working them, hut will yield no surplus But the 
excess of the pneo got for the goods made by the better apphances over 
their wcar-and'tear, together with tho actual ospenses of working them, 
will bo tho income which those appliances yield dunng the short period 
of depression. This quasi rent or not income derived from the machinery 
will in this second ponod bo less than normal profits on tbo origmal 
investment. 

These remarks may be extended Appliances for production are of 
many different lands they include not only land, factories and maobines, 
but also business ability and manual skilk The owner of any one of 
those will not generally apply it to produce anything, unless he expects 
to gain m return at least enough to compensate him for the immediate 
and special trouble, snenfiee and outlay involved m this particular 
operation, and which ho conld escape by deohmng to undertake it 

In short penods the supply of these various apphances for pro- 
duction — whether machinery and other matenal plant, or specialized 
skill and ability — has not time to be fully adapted to demand , and the 
producers have to adjust their supply to the demand as best they can 
with tho apphances already at their disposal On tlio one hand there is 
not lime raatcrinlly to increase those appliances if the supply of them is 
deficient, and on tho other, if tho supply is excessive, some of them 
must remain imperfectly employed, since there is not time for the 
supply to be much reduced by gradual decay, and by conversion to 
other nses Tho particular income derived from them during those 
times, does not /or the time affect perceptibly tho supply, nor therefore 
tho price, of the commodities produced by them it is a surplus of total 
receipts over Prime (money) cost, governed by the more or less accidental 
relations of demand and supply for that time And this excess has 
enough xesomblanco to that excess value of the produce of land over the 
direct cost of raising at, which is tho basis of rent as ordmanly under- 
stood, to justify ns in calling it a Quasi-rent 

A Quasi-rent differs however from a true Rent in this way If 
true Rent ceased, those gifts of nature which are free and proper 

impenahable would remain nndimuushed, and be ready and Quasi- 
to contribute their part to production as before But if 
the Quasi-ront from any class of appliances for production not made by 
man fell so low that it did not amount in the long run to normal profits 
on tbo investment of capital and effort required to sustam the supply 
of those apphances , then those apphances would dwindle, and would 
not contribute their part to production as before In long penods, on 
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tho other hnnd, thoro is time to adjust llio rcsoorces of supply to 
demand 

§ 8 The general pnnciplo under discnssion may then bo put thus. 
Restatement anything and the amount of it tliat is pro- 
of the main dnccd are together governed by tho general relations of 

principle demand and supply tho price just covora tho expenses 
of production of tliat part of this amount which is raisetl at tho greatest 
disadvantage , every other part yields a sorplns aboro its direct cost , 
and this EurpluB is a result and not a caoso of tho sellmg price, JFor tho 
pnee IS governed by tho relations of enj'ply and demand , and wh3c, of 
course, the surplus docs not affcot tho demand, eo ncitlicr docs it oflcct 
tho supply, smeo it is yielded only by a part of the produce which would 
be produced even at a lower pneo 

■When wo arc taking a broad viow of normal value extending over a 
very long penod of fame, when we arc investigating the causes which 
detenmna normal value “in tho long run,” when wo are tracing tho 
“•nltunato" eSecls of cconormo causes, then the income that la denved 
from capital m these forma enters into tho payments bj which the 
expenses of production of tho commodity in question have to ho covered, 
and it directly controls tho action of tho producers who aro on tho 
margin of doubt ns to whether to increase tlio means of production or 
not But, on the other hand, when wo are considering the causes which 
determine normal prices for a penod which Is short relatively to that 
required for largely mcreosmg the supply of those apphnncca for pro 
duction, then the stock of these npphnnccs has to ho taken ns fixed, 
almost as though they were free gifts of nature Tho aliorlcr the penod 
which we are considcnng, and the slower the process of production of 
those appliances, tho less part vail vnnabons in tho income derived 
from them play in chcckmg or increasing tho supply of the commodity 
produced bv them, and in raismg or lowenng its supply pneo ; and the 
more nearly true will it ho that, for tho penod under disonssion, the net 
mcomo to he denved from them is to be regarded as a producer's surplus 
or qnasi-rent. 

Kus dootnro is however difiicult, and easily misunderstood Further 
study 13 requited before it can be safely applied to complex issueai 

1 Some furtlierttudi wtU bo founC in Pr.mrfpbx flft), eam„u, i tu,_ j.u 
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Origin of the 
opinion that 
wages arc 
fixed by the 
price of 
necessaries 


IH-WLOrMI hT OF THF OOCTRIN'F OF •\^AGFS 

^ 1. The sunplo’it nccouut of Iho causes which determino the 
distribution of the national income ib tliat given by the French econo 
mists Mho jnsl jirecodcd Adam Smith, and it is based 
upon the pceuhar circumstancos of Franco in the latter 
half of Ift'l oemnrv. The taxes, and other exactions 
loned from tho Frencli peasant, were then limited only 
by hia sbihty to pay; and few of tho labouring olosscs 
were far from starvation ; and thcroforo tho Physiocrats, 
m tho French economists of tho timo were called, assumed for tho sate 
of iimphcity, that there was a natural law of population according to 
wliicli tho wages of labour were Kept at stan ation limit They did not 
suppose Uni this was tme of tho whole aorkmg population, bnt tho 
exoeptious were eo few, that they thought that tho general impression 
given by Ihcir nssumpliou was tme 

Again, they Knew that tho rate of interest in Europe had fallen during 
tho five preceding centnnes, in consequence of tho fact that “ economy 
had m general prevailed over luxury" But they were impressed very 
much by tbo BCDSitircncss of capital, and tho quickness with which it 
evaded the oppressions of tho tax-gatherer by rotirmg from his grasp , 
and they therefore concluded that there was no great violence m the 
supposition that if its profits were reduced below what they then vtotb, 
capital would speedily bo consumed or migrate Accordingly they 
assumed, again for tho sake of simplicity, that there was somethmg like 
n natural, or necessary rate of profit, corresponding m some measure to 
tbo natural rate of wages ; that if tho current rate oxewded this neces^ 
level, capital would grow mpidlj, till it forced down the rate of profit to 
that Iciel, and that, if tho current rate went below that leml, capital 
would alirink qmckl^, end tho rate would bo forced npwa^ a^ 
Tlicy thought Uint, wages and profits being thus fixed by nature , 
the natural value of everything was governed simply as the sum of wages 
and profits required to remunerato the producers 

1 Pee ftbOTC, pp 2Sl, 2<9. SSS 
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Adftm Smith ehw that ]nbonr and capital vero not at the verge of 
Thewentem starvation in England, ns they were In France In 
world has out- England the ■aages of a great port of the wort iiig classes 
grown were sufficient to allow much more than iho more neccs- 

thatop"nTon snnes of existence, and capital had too nch and safe 
was based a field of etnplojTncnt there to be liLoly to go out of 
existence, or to emigrate So when ho is carefolly weighing his words, 
his nse of the terms “ the natural rate of wages,” and ” the natural 
rate of profit," has not that sharp definition and fixedness which it 
had in the months of the Physiocrats, and he goes ft good nav towards 
eiplaming how thej aro determined by the ever fiuofuating conditions 
of demand and supply He oven insists that the liberal reward of labour 
“increases the industry of the common people”, that “a plentiful enb 
sistence increases the bodily strength of the labourer , and the comfortable 
hope of bettering hia condition, and of ending lua dajs perhaps in ease 
and plenty, animates him to exert that strength to the utmost Where 
wages aro high, accordtnglv, we shall nlf'aj^ find the workman more 
active, dihgcnt and expeditious, than where they aro low , in England, 
for example, than in Scotland, in the neighbourhood of great towns than 
in remote country places* ’’ And yet Adam Smith eomotimes falls back 
into the old way of speaking, and Ihns makes careless readers suppose 
that he behoves the moan level of tlic wages of labour to be fixed by 
an iron law at the bare nocossanca of life 

Maltbus’ again, in his admirable survey of tho course of wages in 
England from tho thurtcenth to tho eighteenth centuries, shows how their 
mean level oscillnfed from century to centnrj, falhng sometimes down to 
about balf a peck of com a day, and namg sometimes up to a peck and 
a half or even, in the fifteenth centnry, to about tao pecks a height 
beyond which they have never passed except m our own day But 
although he observes tliat ‘‘an inferior mode of living may be a cause as 
well as a consequence of poverty,” ho traces this effect almost cxclnsivcly 
to tho consequent incrsajo of nnmbers , ho docs not anticipate the streas 
which economists of oar own generation lay on tho influence which habits 
of hving eiercisQ on the efficiency, and therefore on tho earning power of 
the labourer 

BiMTdo’s language is oven more unguarded than that of Adam Smith 
and ilolthus, his whole treatment of wages is in some respects less 
^tiBfactory than theim It is true, indeed, that ho says distinctly’ — 

i IB not to be understood that tho natural price of labour estimated io 


■vm. 


^ rrealth c/Kationji^ Bt. L ch, 

® Elcardo a -PriitHp/w, x 


* PoUt{(Xil TV 2. 
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food nnd necessaries is absolutely fixed and constant It essentially 
depends on the habits nnd customs of the people ” But, having said this 
once, he does not tate the trouble to repeat it constantly, and in conse- 
quence many readers forget that he says it, andauppose him to beheve 
that the population always mcreases very rapidly as soon as wages nee 
above the bare necessanes of life, and thus causes wages to be fixed by 
“a natural law” to the level of these hare neoossanea This law has 
been called, especially in Germany, Ricardo’s “iron” or “brasen” law 
many German sociahsts behove that this law is in operation now even m 
the western world, and that it will continue to be so, as long as the plan 
on which production is organized remains “ capitalistic” or "individual- 
istic”, and they erroneously claim Ricardo as on their side 

Mdl followed Molthus m dwelhng on those lessons of history which 
show that, if a fall of wages caused the labouring classes to lower their 
standard of comfort “ the injury done to them will be permanent, and 
their deteriorated condition will become a new mimTnnm tending to 
perpetuate itself as the more aiSiple mmimum did before ” 

But it IS only m our own generation that a careful study has begun 
to bo made of the effects that high wages have m inoreasmg the efficiency 
not only of those who receive them, but also of their children and grand- 
children In this matter the lead has been taken by "Walker and other 
Amencan economists , and the apphcation of the comparative method of 
study to the mdustnal problems of different countries of the old and new 
worlds 18 forcing constantly more and more attention to the fact that 
hijdfiy paid labour is generally efficient and therefore not dear labour , a 
foot which, though it is more full of hope for the future of the human 
race than any other that is known to us, will be found to exercise a very 
complicatmg influence on the theory of distribution 

§ 2 At the be ginni ng of last century, great as was the poverty of 
the Enghsh people, the peoples of the Contment were poorer still In 
most of them population was sparse, and therefore food 
was cheap , but for all that they were underfed, and could 
not provide themselves with the smews of war France, minenwpven 
after her first viotones, helped herself along by the forced to dependence 
contributions of others But the countries of Central 
Europe could not support their own armies without 
England’s aid Even Amenca, with all her energy and national resources, 
was not noh , she could not have subsidised Contmental armies The 
economists found the explanation chiefly m England’s capital, which was 
much greater than that of any other country Other nations were envious 
of England, and wanted to follow m her steps, but they were unable to 
do so, partly indeed for other reasons, but chiefly because they had not 
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capital enough Their annual income was required for immediate oon- 
sumptiom There waa not in them a large class of people who had a 
good store of wealth set by, which they did not need to consume at 
once, and which they could devote to makmg maohmes and other thmgs 
that would aid labour, and would enable it to produce a larger store of 
thmgs for future consumption A special tone was given to their 
arguments by the scarcity of capital eveiywhere, even in England, 
that the growing dependence of labour on the aid of machmery , 'and 
lastly, by the folly of some followers of Eonssean, who wore tolhng the 
workmg classes that they would bo better off without any capital at all 
In consequence, the economists gave extreme prommence to the 
statements , first, that labour requires the support of capital, i e of good 
clothes, Ac , that have been already produced, and secondly, that labour 
requires the aid of capital m the form of factories, stores of raw material, 
do Of course the workman might have snpphed his own capital, but in 
fact ho seldom had more than a httle store of clothes and fnmitnrej^ and 


perhaps a few simple tools of his own — ^he was dependent for everythmg 
else on the savmgs of others The labourer received clothes ready to 
wear, bread ready to eat, or the money with which he could purchase 
them The capitahst received a spmning of wool into yam, a weavmg of 
yam mto cloth, or a ploughmg of land, and only m a few cases com- 
modibes ready for use, coats ready to be worn, or bread ready to be eaten. 
There are, no doubt, important ezoephons, but the ordmary bargom 
between employers and employed is that the wage-receiver gets command 
over commodities m a form ready for immediate consumption, and in 
exchange carries his employer’s goods a stage further towards bemg 
ready for immediate consumption But while this is true of most 


employees, it is not true of those who finish the processes of production 
Tor mstance, those who put together and finish watches, give to their 
employers far more commodities in a form ready for immediate con- 
sumption, than they obtam as wages And if wo take one season of the 
year with another, so as to allow for seed and harvest time, wo find that 
workmen as a whole hand over to their employers more finished com- 
modibes than they receive as wages There is, however, a rather forced 
sense m which we may perhaps be jnsbfied in saying that the eammgs 
of kbour depend upon advances made to labour by capital. For— not to 
^e acMunt of maohmeiy and faotones, of ships and railroads— the 
onses oaned to workmen, and even the raw matenols m vanoufl stages 
c wi e Worked up into commodibes consumed by them, represent 
nSm capital for their use than the eqmvolent of the 

monthT \ make to the capitalist, even when they work for a 

month for him before getbng any wages 
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Such aro ihc fads which cconnmiPts of Iho present ns well ns of 
either hmc'’ have aished 1o express hj enpng that nil Inhonr rcciuires the 
nippori of cnpiinl, tshelhcr owiidl hj (he labourer or by someone else, 
nntl that when anvono -works for hire, Ins wages are, ns n mlo, advanced 
to him out of his employer’s capital— nd\anced, that is, without -waiting 
till the things winch ho is engaged m malting are ready for nao These 
simple stahimcnts hate been a good deal criticized, but they have never 
lijcn denied by anyone -who has tal en them in tlie sense m -which they 
wem mcnnl 

■Cnforlttuately, howcvei, some of the older economists -were not 
conti-nt to leave the matter there Tliey wont further and said that the 
amoant of -wages was limited by the amount of capital, and this state- 
ment cannot bo defended , at best it is but n sloienly -way of talking It 
hns suggested to some people the notion that the total amount of -ivages 
that eorld ho paid in a conntiy in tlio course of, say a year, was a fixed 
sum. If hv the Ihrait of a strike, or in any other w-ny, one body of 
worlvinui got an increase of wages they w ould bo told that m consoguonce 
other bodies of workmen must lose an amount exactly eqnal in the 
aggregate to what thev had gamed Tlioso who have said tins have 
perhaps thought of ngncultural produce, which has but one harvest m 
the yt ar If all the wheat raised at one harvest is sure to bo eaten before 
the next, and if none can ho imported, then it is true tliat if anyone’s 
rhare of the wheat is increased, there will bo just so much less for others 
to liaio But this docs not justify the Blntemont that the amount of 
wages payable m a country is fixed by the capital m it, a doctrine which 
has been called ‘ the vulgar form of the Wages-Fund theory ’ 

5 S. The doctrine of the 'Wnges-Fund received countenance from 
some careless expressions into which Mill was betrayed by his desire to 
treat the prohlom of Distribution in lus second Book 
l>eforc that of Exchange m lus thud The attempt was Some of Mill’s 
noccs^anly a failure But he collects all the various 
elements of the problem in the third chapter of Ins worded 
fourth Book and there tho relations of labour and 
capital aro presented syrnractncally , and the Wages-Fund does not appear 

The proposition that Tiiditslrij is limited hy capital, was often m- 
lerprctcd so as to make it practically convertible with the Wnges-Pund 
thcoiy It can bo explained so as to bo true but a similar explanation 
would make tho statement that “capital is hmited by industry” equally 
true It was however used by Mill chiefly in connection ivith the 
argument that the aggregate employment of labour cannot generally be 
increased by preventing people, by Protectuo duties or m other ways, 
from satistyung their wants in that manner which they would prefer 

28 
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The efieota of protective duties arc very complex and cannot bo diBOuesed 
here, but Mill la clearly ngbt in saying that in general tho capital, tliat 
IS npphod to support and aid labour in any now industry created by such 
duties, “must liavo been withdrawn or wuthlield from some other, m 
which it gave, or would have given, employment to probably about tho 
same quantity of labour which it employs in its new occupation ’’ Or, 
to put the argument in a more modern form, such legislation does not 
pnnut facte increase either the national dividend or tho share of that 
dividend which goes to labour For it docs not increase tho supply of 
capital, nor does it, in any other way, cause the marginal efficiency of 
labour to nse relatively to that of capital Tho rate tliat has to be paid 
for the use of capital is therefore not lowered , the national dividend is 
not mcreased (m fact it is almost sure to bo diminished) , and as neither 
labour nor capital gets any new adiantago o'ver tho other in bargaining 
for the distribution of the dividend, neither can benefit by such legislation 
The first Fundamental Proposition of Mill’s is closely connected with 
his fourth, viz that Demand for commodities is not demand for labour 
and this again expresses hia moaning batUy It is true that those, who 
purchase any particular commodities, do not generally supply the capital 
that IB required to aid and support the labour which produces those 
commodities they merely diicrt capital and employment from other 
trades to that for the products of which they make increased demand 
But Mill, not contented with proving this, seems to imply tlmt, to spend 
money on the direct hire of labour is more beneficial to Ibc labourer than 
to spend it on buying commodities Now there is a sense in which this 
contains a httle truth. For the price of the commodities includes 
profits of manufacturer and middleman, and if tho purchaser acts as 
employer, he slightly diminishes tho demand for tho services of tho 
employmg class, and mcreases the demand for labour ns he might have 
done by buying, say, hand-made Inco instead of machine made lace 
But this argument assumes that the wages of labour will bo paid, 
as in practice they commonly are, while tte work is proceeding, and 
that the price of tho commodities wiU bo paid, as in practice it 
commonly is, after the commodities nro made and it wjU be found that 
in eieiy case which Mill has chosen to lUnstrate tiie doctrine, his 
arguments imply, though he does not seem to bo aware of it, that the 
oonsumer when passing from purohnsmg commodities to luring labour, 
postpones the date of his own consumption of the fruits of labour And 
the same postponement would have resulted in tho same benefit to 
labour if the purchaser had made no change in tlie mode of his ox- 
penditure’ 

1 A fuller flljcHidon of tlie Wagos-Fiind Is gii cii In rrmcijilft, Appeadli 3 
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BOOK I OH I § 4 

different from those of eailier times, because the> arc the 
result not of custom, not of an} passive dnfting into asso- 
ciation -with one’s neighbours, but of free choice b} eacli 
individual of tlmt line of conducts Inch after careful deb be 
ration seems to him the best suited for attaining Ins ends, 
whether they are selfish or unselfish 

Further tlie term “competition" not onl} fails to go to 
the root of tlie matter, and thus errs by defect, it also errs 
by excess For it has gathered about it evil sai our, and has 
come to imply a certam selfishness and indifference to the 
■well-being of others Nov it is time that them is less deli be 
rate selfishness in early than in modern fotms of industry, 
but there is also less deliberate unselfishness It is the delibe- 
rateness, and not the selfishness, that is the charactenstic of 
the modem age 

Custom in a primitiie society extends the limits of the 
Man Is not fawdy, and pioscnbes certain duties to one’s 
more seiBsh neighbours -which fall into disuse in a later ciii- 
than he was, jjj.ation , but it also prcscnbcs an attitude of 
hostility to strangers In a modem society the obligations of 
famdy kindness become moie intense, though they are concen- 
trated on a narro-wer area, and neighbours are put more 
nearly on the same footing w-ith strangei-s In ordinarj' deal- 
ings vuth both of them the standard of fairness and honesty 
IS lower than in some of the dealings of a prumtixe people 
with their neighbours, but it is much Ingliei than in their 
dealings with strangers Thus it is the ties of neighbourhood 
alone that have been relaxed The ties of family are xu 
many xrays stronger than before , family affection leads to 
much more self-sacnfice and dexotion than it used to do 
And again sympathy mtli those who are strangers -to us is a 
growmg source of a kind of deliberate unselfishness that never 
exis^ before the modem age That country^ winch is the 
birthplace of modem competition devotes a larger part of its 
income than any other to charitable uses, and spent twenty 
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millions on purchasing the freedom of the slaves m the West 
Indies In e\ery age poets and social reformers have tiied to 
stimulate the people of their own time to a nobler life by 
enchanting stones of the Mrtues of the heroes of old But 
neither tlie records of histoiy nor the contemporary observa- 
tion of biekwaid. races, when carefully studied, give any 
support lo tho doctrine that man is on the whole harder and 
harsher than he Wiis, or that lie was ev er more wrllmg than 
ho 1? now to sacrifice Ins own happiness for the benefit of 
others in cases wlioi-o custom and law have left lum free to 
choose Ins own course Among races w'hose intellectual capa- 
city seems not to have developed ui any otlici direction, and 
who have none of the oiiginating powoi of the modern busi- 
ness man, there will be found man} w ho show' an evnl sagacity 
in driving a hard bargain in a market even with their neigh- 
bours No traders are iiioie unscrupulous in taking advantage 
of the necessities of the unfortunate than the coni-dealei's and 
money-lenders of tho East 

Again, tho modem ora has undoubtedly given new open 
ings for dibhonesty in trade The advance of nor more dis- 
know’ledgc has discoveied new ways of making I'onest 
tlungb appear other than tho}' aie, and has rendered possible 
many new forms of adulteration. The producer is now far 
removetl from the ultimate consumer, and his wrong-doings 
are not vosited with tho prompt and sharp purushment which 
falls on the head of a person who, being bound to live and die 
in Ins native vill.ige, plays a dishonest tnck on one of his 
neighbours The opiiortumties for knavery are certainly more 
numerous than they were , but there is no reason for thinking 
that people avail themselves of a laiger proportion of such 
opportunities than they used to do On the contrary, modem 
methods of trade imply habits of trustfulness on the one side 
and a power of resistmg temptation to dishonesty on the other, 
which do not exist among a backward people Instances of 
simple truth and personal fiiiehty aie met with under aU social 
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conditions' but tliose who have tried to cstablisli a business 
of modem typo in a backward country find that they can 
scarcely ever depend on the native population for filling posts 
of trust Adulteration and fraud in trade v ere lampant in the 

middle ages to an extent that is surprising when wo consider 
the difficulties of ivroug doing without detection at that tune 
In a world m which all men vero perfectly virtuous, 
Even con- competition would bo out of place , but so also 
stnictive would be private property and every form of 
is lew bene- pnvate nght Mon vould tlnnk only of their 
ficentthan duties , and no one would desire to have a larger 
co-operation share of the comforts and lux.unes of life than 
his neighbours Strong producers could easily bear a touch 
of hardship, so they vrould wish that their weaker neighbours, 
while producing less should consume more. Happy in this 
thought, tliey would work for the general good wuth all the 
energy, the nn entiveness, and the eager initistiie that 
belonged to them , and mankind w'ould bo victorious in 
contests with nature at every turn. Such is the Golden 
Age to which poets and dreamers may look forward But 
in the responsible conduct of affairs, it is worse tlian folly 
to Ignore the imperfections which still cling to human 
nature 

The term “competition” is then not well smted to desenbe 
the special charactenstica of industrial life in the modem age 
We need a term that does not imply any moral qualities, 
whether good or evil, but which indicates the undisputed fact 
that modem business is characterized by more self-reliant 
habits, more forethought, more deliberate and fiee choice 
There is not any one terra adequate for this purpose but 
j Economic I^EEDOAI OP I\DU6TK\ A\D EnTEUPHISE, Or more 

' shortly, Economic Eheedom, points m the right 

direction, and may be used m tiie absence of a better 



9 


CHAPTER II 

THE GROWTH OF FREE INDUSTRY AND ENTERPRISE 

§ 1 'The growth of Economic Pieedom has been slow 
and fitful^ Early civilizations were necessarily Early cmu- 
in warm climates because no great advance in 
culture can be made except where there is a considerable 
surplus above the bare necessaries of hfe, and influence of 
in a cold climate man’s whole energies are ab- 
sorbed in providing these necessaries, unless he is aided by 
accumulated wealth and knowledge But a warm climate 
lowers energy and in consequence the great body of workers 
in the old civilizations of the East were of a submissive and 
unenterpnsmg character, and were kept to their work by 
the discipline of the ruhng castes These ruhng castes had 
generally come at no distant date from a more bracing chmate, 
eithei m mountamous regions or m the distant North They 
devoted themselves to war, to political and ^erdotal func- 'c, 
tions, and sometimes to art, bu^'they avoided manual work, 
and left that to serfs and slaves The manual labour classes 
scarcely even conceived the idea of freedom, but looked to 
custom as the great protector against arbitiary oppression 
It IS true that some customs were very cruel, influence of 
but if customs were merely cruel they speedily 
destroyed the lower classes and therefore also the upper 
classes who rested on them And in consequence those races 
which have had a long history are also those whose customs 
have on the whole been kindly, and the good largely pre- 
dominates over the evil in the records of the inlluence of 
custom on moia.! as well as physical well-being 
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There is much to bo leanifc ci en no'll from the ideals oC 
the life of the free cjti7on uhich Mcro thought 
Greecfand out bj tlio Ijcst nunds among the Greeks and 
Rome Romans But tliose ideals startoil from the 

assumption that the free man should aioid all hard and 
depressing toil, and leai o that for sk\ cs. The great bwly of 
the ivorkers More in slavciy, and there vrere no high ideals 
of life for them Thus e\en the best thought of Greece and 
Rome left on one side the central problem of our age it 
neier even inquired bow far it inigbt lie possible for Iboso 
Mho boro the chief burden of the Morld’s Mork to lead Ines 
Morthp of man, it cortaiulj did not pioneer the path of 
The Middle modem industry I^ater on the Chnslian faith 
Age* in the brotherhood of all men did something to 

lighten the lot of the poor But it Mas often a fonn of 
•words rather than a hiang power to goicrii men’s actions 
and the ruling classes kept the main hodj of the people lu a, 
serfdom, which was not aluays hnppj 

Freedom had more scope in the great trading and in- 


Transition 
to modem 
industry 


dustnal towns , from tliem the leadership in 
economic progress passed, about four hundml 
years ago, to Holland and other countries , and 


nearly tMo hundred years ago the first place among the 


leaders fell to England 


The English had always been ngorous, but they had not 
always been industnous , and it was long before they showed 
much power of making new intentions, and of organizing 
work so as to make it effective But England offered an 
asylum from religious persecution to the protestant artisans 
of the Oontment, who wore also generally the ablest, the most 
mventive, and most stedfast Their instruction gat e England 
the right lines on m hich to work She donvod stimulus from 
the trade across the Atlantic and Pacific Oceans, which 
folloMed the discovery of America and of the route round 
the Cape for she was better situated than any otlier country 
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for tins tiado, and tho -vsork suited well the temper of her 
people Amenca and Asia ahke olFerod markets for simple 
manufactures made in large quantities on the same pattern 
Thus site began to grow in nealthj and she giaduall^ 
applied her energies more and more to manufacturing on a 
large scale One invention folloucd anothei in mpid succes- 
sion She used nater poner, and aftonvards steam poner 
(o take off some of the most wearisome work from tho liands 
of men and nomen, and to inetease production, and in a 
nay things nent nell nnth her’ 

But tliere was another side to the picture Up to the 
eightecntli cciituiy the is ages of labour bad been much under 
the influence of custom , and what competition theie was 
for employment n as mostly confined to a small area , a toss n 
or a fess snllages in the same neighbourhood But the nesv 
industi} in tho latter half of the eighteenth century began 
to attract artisans and laboureis from all parts of England 
to the manufacturing districts 

At first there nere fesv Inige factories Capitalists 

1 Tito quarter of n coutury beginning vnlh 1760 saiv improvements follow 
one anolber in mannfncturc even more rapidly than in agriculture During 
tbnt period tlie Inuisport of lieaiy goods svns cheapened by Brindley’s canals, 
the production of i>os\ or by "Watt's steam engine, and that of iron by Cort’s 
processes of puddbng and rolling, and by Roobnek’s method of smeltmg it by 
coal In ben of the charcoal that bad now become scarce , Hnrgreas es, Cromp- 
ton, Arkwngbt, Cnrtsmgbt and others invented, or at least made economi 
cally serviceable, the qnninng jenny, the mule, the cardmg machine, and the 
power loom , Wedgwood gave a great impetus to tho pottery trade that was 
already growing rapidly, and there were important inventions m prmtmg 
from cylinders, bleaching by chemical agents, and in other processes A 
cotton factory was for tho first time driven directly by steam power in 1785, 
the lost year of tho period. The beginning of the nmeteonth century saw 
steam ships and steam pnnting presses, and tho use of gas for lighting towns 
Railway locomotion, telegraphy and photography came a httle later Onr 
own ago has seen numberless improvements and new economies in production, 
prominent among winch are those relatmg to the prodnehon of steel, the tele 
phone, the electric light, and the gas engine , and tho social changes ansing 
from matenal progress are m some resjiccts more rapid now than over But 
the groundwork of tho changes that have happened smee 1786 was chiefly laid 
' m the inventions of the years 1760 to 1785 
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distributed then oitlers to a great number of small masters 
scattered over the country wherever there was ^Yate^-po^ver 
to be had, they themselves undertakmg the risks of buying 
the raw material and selhng the manufactured goods It n as 
only when steam power began to displace water-ponor that 
the size of the factones increased rapidly But, both in its 
earher and its later forms, the new movement tended to release 
the bonds that had bound nearly everyone to live in the 
parish in whicli he was bom , and it developed free markets 
The working classes became more migratory, and more ac- 
customed to try to sell their labour in the best market, 
wherever it could be found, while the employers also ranged 
far a-field in their search foi noikers 

§ 2 Thus the new organization of industry added vastly 
to production , but it was accompanied by some great evils 
Thentw Which of these evils was unavoidable ve cannot 
a^mp^lTd when the change was moving 

by ereat evils most quickly, England was stneken by a com- 
bination of calamities almost unparalleled in history They 
were the cause of a great part — it is impossible to say of how 
great a part — of the su&enngs that are commonly ascribed to 
the sudden outbreak of unrestrained competition The loss of 
her great colomes uas quickly followed by the great French 
war, vhich cost her more than the total value of the accu- 
mulated wealth she had at its commencement An un- 
precedented senes of bad harvests made bread fearfully dear 
And worse than all, a metliod of administration of the poor 
law uas adopted which undermined the independence and 
vigour of the people 

The farst part of last century therefore saw free enterprise 
estabhshmg itself in England under unfavourable circum- 
stances, its oYols being intensified, and its benefits being 
lessened by external misfortunes 

The old trade customs and gild regulations were un- 
suitable to the new industry In some places they were 
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abandoaed by comtnoa coaseat la others they were suc- 
cessfully upheld foi a tune. But it was a fatal 
success j for the new ladustry, incapable of flounsh- maiiu^in oW 
mg under the bid bonds, left those placets for 
otheis where it could be moie free Then the workers 
turned to Government for the enforcement of old laws of 
Parhament prescribing the way in which the tmde should be 
earned on, and even for the levival of the regulation of pncea 
and wages by justices of the peace 

These efforts could not but fail The old regulations had 
been the expression of the social, moral and economic ideas 
of the tune, they had been felt out rather than thought out, 
they were the almost instinctive result of the expenence of 
generations of men who had hved and died under almost 
unchanged economic conditions In the new age changes 
came so rapidly that there was no tune foi this Each man 
had to do what was light m his own eyes, mth but httle 
guidance from the experience of past times, those who en- 
deavoured to clmg to old traditions weie quickly supplanted 

The new race of manufacturers consisted chiefly of those 
who had made their o-wn fortunes, strong, ready, enterpnsmg 
men who, looking at the success obtamed by their own 
energies, were apt to assume that the pool and the weak 
were to be blamed rather than to be pitied for their mis- 
fortunes Impressed with the foUy of those who tiied to 
bolster up economic arrangements which the stream of pro- 
gress had undermined, they were apt to think that nothing 
moie was wanted than to make competition perfectly fiee 
and let the strongest have their way They glorified indi- 
vidualism, and were in no huriy to find a modem substitute 
for the social and industrial bonds which had kept men 
together in earher times 

Meanwhile misfortune had reduced the total net income of 
the people of England In 1820 a tenth of it was absorbed 
in paying the mere interest on the Hational Debt The goods 
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that Avere cheapened by the new inventions were chiefly manu- 
Influence of foctured commodities of A\hich the working man 
war, heavy jj gmaU consumer but tlio Com-LawK 

^^es'cTfood'^' prevented him from getting cheaply the bread 
on which he often spent three-fourths of hib little wages 
He had to sell his labour in n market in which the forces 
of supply and demand would hiiA'O gi\on him a poor pittance 
even if they had worked freely But ho Imd not the full 
advantage of economic freedom, ho had no elhoient union 
with his fellows , he had neither the knowdedgo of the market, 
nor the power of holding out foi a reserve pnee, whicli the 
sellei of commodities has, and ho was urged on to work and to 
let Ins family work during long hours and under unhealthy 
conditions This reacted on the efficiency of the working 
population, and therefore on the net a nlue of their av ork, and 
therefore it kept dowm their aa ages. Tlie tmploj ment of chil- 
dren dunng e'cessiAo hours began in the soAcntcenth century, 
and remamed guevous till after the repeal of the corn laws 
But affcei the workmen had recognized the folly of attempt- 
ing to revive the old rules regulating industry, there was 
no longer any Avish to curtail tho freedom of enterpnse. Tlic 
suffermgs of tlie English people at their Avorst Avero ncAcr 
comparable to those Avhich had been caused by the AAnnt of 
The new freedom m France before tho RcA-oluhon , and it 
England from argued that, had it not been for the strength 
French armies -which England dcriAcd from her noAV industries, 
she Avould probably have succumbed to a foreign xnilitary 
despotism, as tho free cities had done before her Small as her 
population was she at some times bore almost alone the burden 
of war against a conqueroi m control of nearly all the re- 
sources of the Continent , and nt otlier times subsidized larger, 
but poorer countries in the struggle against him Rightly or 
^''wngly, it was thought at the tune that Europe imght Iuiac 
^ enpennanently under the dominion of France, as she had 
iallen in an earher age under that of Rome, had not tJio 
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free energy of English industnes supphed the smews of war 
against the common foe. Little was therefore heard in com- 
plamt agamst tlio excess of free enterprise, but much agamst 
that limitation of it which prevented Englishmen from obtam- 
ing food from abroad in return for the manufactures Avhich 
they could now so easily produce 

And even trades-unions, which were then begmnmg that 
bnlhant though chequered career which has been more full 
of interest and instruction than almost anythmg else in 
Eughsh history, passed into the phase of seekmg little fiom 
authority except to be left alone They had learnt by bitter 
experience the foUy of attemptmg to enforce the old rules by 
which Government had directed the course of mdustry, and 
they had as yet got no far-reaching views as to the regula- 
■tion of tmde by then* own action their chief anxiety was to 
increase then own economic freedom by the lemoval of the 
laws against combmations of w’orkmen 


§ 3 It lias been left for our own generation to perceive 
all the omIs which arose from this sudden in- Dangers of a 
crease of economic freedom Eow^ first are we cre'Lse'offree- 
gettmg to understand the extent to Avluch the ^om 
capitahst employer, imtramed to his new duties, was tempted 
to subordinate the w'eUbeing of his workpeople to his o^vn 
-desire for gain, now fii-st are we learning the importance 
of insisting that the rich have duties as well as rights m 
their individual and in their collective capacity, now first 
IS the economic problem of the new age showmg itself to 
us as it really is This is partly due to a wider knowledge 
and a growmg earnestness But however wise and virtuous 
our grandfathers had been, they could not have seen thmgs 
as we do , for they were humed along by urgent necessities 
and terrible disasters 

But we must judge ourselves by a severer standard Eor 
we are not now strugghng for national existence, and our 
xesources have not been exhausted by great w'ars on the con- 
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trary our po^\ el’s o£ pixxluction have been immensely increased ; 

^ ^ and, "what is at least as important, the repeal of 
^^ri<*er, and the Com Laivs and the groveth of steam com- 
miimcation have enabled a largely increased 
to production population to obtain sufficient supplies of food on 
easy terms The average money income of the people has 
more than doubled , -while the pnce of almost all important 
commodities except animal food and house-room has fallen by 
one-half or even further It is true that even now, if wealth 
were distnbuted etiually, the total production of the country 
^\ould only suffice to provide necessanes and the more urgent 
comforts for the people, and that os things are, many have 
barely the necessanes of life But the nation has gro-wn m 
wealth, in health, m education and in morahty , and we are no 
longer compelled to subordinate almost every other consi- 
deration to the need of moreasmg the total produce of 
industry^ 

In particular durmg the present generation this increased 
prospenty has made us nch and strong enough to impose 
new restraints on free enterpnse, some temporary matenal 
loss hemg submitted to for the sake of a higher and greater 
ultimate gam. But these new restramts are different from 
the old They are imposed not as a means of class domi- 
nation, but -with the purpose of defending the -vieak, and 
especially cluldren and the mothers of children, in matters 
in vluch they are not able to use the forces of competition 
in their ovn defence The aim is to devise, deliberately and 
promptly, remedies adapted to the quickly changing circum- 
stances of modem industry , and thus to obtain the good, 

1 In tunes of peace no ono Tentnres openly to rank money as of hlgk 
importance in compnnson with hmnan Iwes, but in the crisis of an expensive 
war money con always bo nsed so os to sa^o them A general wbo at a 
criUcal time sacrifices lives in order to protect material, the loss of which 
would canse the loss of many men. Is held to have acted nghtly, though no 
Olio would openly defend a saenfleo of soldiers hves m order to save a few 
storcB m time Df pcaco. 
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•without the evil, of tlie old defence of the vreak that in othet 
ages was gradually evolved by custom And by the aid of the 
telegraph and tlie pnntmg-pi ess, of repiesenta- The infliiencc 
tu e government and trade associations, it is the teie- 
possible for the people to think out for them- 
selves the solution of then oivn problems The 
growtli of knowledge and self-reliance has given them 
that true self-controlliug fi-eedom, which enables them to 
impose of then own free •will restraints on their own 
actions , and the problems of collective production, collective 
ownerehip aud collective consumption aie entenng on a new 
phase 

Pi ejects foi gi'eut and sudden changes are now, as ever, 
foredoomed to fail, and to cause leaction We are still 
unable to move safely, if we move so fast that our new plans 
of life altogether outrun oui mstincts It is true that human 
nature can be modified, now ideals, new opportunities and 
new methods of action may, as histoiy shows, alter it very 
much even in a few generations Tins change in human 
nature has perhaps never covered so -wide an aiea and moved 
so fast as in "tlie present generation But still it is a 
gio'wth, and theiefoie gradual, and changes of oui social 
organization must wait on it, and therefore they must be 
giadual "too 

But though they wait on it, they may always keep a httle 
in advance of it, promoting the growth of our Movement 
higher social nature by gi'ving it always some 
new and higher work to do, some practical ideal forms of coi- 
to\s ards which to strive Thus gradually we may Jectivism 
attam to an older of social life, in which the common good 
overmles indindual capnee, even moie than it chd m the 
early ages before the sway of indi-vidualism had begun But 
unselfishness then will he the offspnng of dehberate will,^^- 
though aided by mstinct indi-vidual freedom then ivdl develc 
itself in collective freedom , — a happy contrast to the e 
IL 2 
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CHAPTER III. 


THE SCOPE OF ECONOJnCS 


§ 1 ^coKOMics IS a study of men as tliey live and move 
and think in the ordinary business of life )ylt is 
a study of real men, not of fictitious m(^ or mouvesof 


[ a study of real men, not of fictitious mcny or mouves of 
I ,, n , / , n. 1 n business life 

economic men But it concerns itself chiefly have a money 
vitli those motives which affect, most powei fully 
and most steadily, man’s conduct in the business part of his 
life J Evevyone who is worth anything carries his higher 
natdre v ith him into business , and, there as elsewhere, he is 
influenced by his personal affections, by his conceptions of 
duty and Ins leverenco foi high ideals But, for all that, the 
steadiest motive to business woik is the desire for the pay 
which IS the matei lal reward of Avork The pay may be on 
its way to be spent selfishly or unselfishly, for noble oi base 
ends; and hei-e the Amiiety of human nature comes into 
play But the motive is supphed by a definite amount of 
^ s d and it is this definite and exact money measurement 
of the steadiest motives in business life, which has enabled 
economics far to outrun every other branch of the study 
of man Just as the chemist’s fine balance has made 
chemistry more exact than most other physical sciences , so 
this econormst’s balance, rough and imperfect as it is, has made 
economics more exact than any other branch of social science 
But of course economics cannot be compared vnth the exact 
physical sciences for it deals with the ever changing and 
subtle forces of human nature 
■ ' ' ' ^ 2—2 



